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Vote of Confidence 


XIGENCIES of the time table make it necessary for 

these words to be in print before the House of 
Commons divides at the end of its three-day debate on 
the conduct of the war. But it can be predicted with 
assurarice that, if there is a division at all, Mr Churchill 
will get his vote of confidence by a very large majority. 
It will be surprising if the hostile votes reach two 
figures, and the ostentatious abstentions will be few. And 
this will not be an artificial result, produced by the 
pressure of three parties’ whips. The vote will be given 
because the nation and the House of Commons have 
confidence in Mr Churchill, not “confidence but” or 
“confidence because there is no other,” but plain 
ordinary confidence. The course of the debate has shown 
that the Prime Minister was entirely right in asking for 
a vote of confidence. The opposition—for they think as 
an opposition and talk as an opposition, even if they do 
not vote as an opposition—have really done the Prime 
Minister a very great political service. By the excessive 
violence of their views, they have driven the moderate 
men to his support. By demonstrating their hostility, 
they have diverted the debate on to the question of con- 
fidence (which is not at issue in the nation, whatever 
may be true of the House of Commons). By calling for 
resignations, they have led the Prime Minister to raise 
the incontrovertible principle of the collective responsi- 


bility of the Cabinet. By seeking to discredit the Prime 
Minister, they have enabled him to stage a triumph. By 
concentrating on recriminations over mistakes and errors, 
they have ensured that the debate should concern itself 
with very few of the matters that are troubling the 
public. 

When the dust of political combat has settled, when 
the Prime Minister has got his vote of confidence, when 
he is firmly back in the saddle, it is very much to be 
hoped that the real subjects for debate will re-assert 
themselves. Possibly that is the Prime Minister’s inten- 
tion. There was the shadow of a hint in his speech that 
he is considering the appointment of a Minister of Pro- 
duction. There have been reports that he is seeking at 
least one recruit for his Cabinet. To rout the hostile 
critics first, and then go at least some of the way to 
meet the wishes of the friendly critics afterwards, would 
be both good tactics and sound wisdom. The Prime 
Minister cannot fail to have been impressed with the 
note of anxious though friendly criticism that ran 
through the speeches even of those who are in every way 
his supporters. 

The attempt was made in these columns last week to 
summarise the issues on which sober responsible opinion 
is disquieted. Three main topics were. listed ; it was 
suggested that some assurance was wanted about the 
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policy that was to be followed in the Far East, about the 
measures that would be taken to increase the effectiveness 
of the Government machine, and about the Cabinet’: 
intention to treat with the seriousness it deserves the 
problem of reviving the energies of democracy. Of these. 
Mr Churchill has so far dealt only with the first, and 
with that one but partially: he has made it plain that the 
Government attaches no secondary importance to the Far 
Eastern theatre of war, and is doing what can be done 
to repair the situation there., But he was not entirely 
convincing about the reasons for that situation arising. 
He gave cogent reasons why very little could have been 
done to garrison Malaya; he did not establish that as 
much was done as could have been done. 

Of the other two necessities, he said nothing, or nothing 
positive. Yet both are important and urgent. It is not 
entirely fair of the Prime Minister to confuse the demand 
for reconstruction of the Government with a hunt for 
scapegoats. Responsible opinion does not want scape- 
goats. Those who are outside the Governmental machine 
realise that they do not possess, and in wartime cannot 
be given, the information necessary to form a judgment 
on personalities. | Many ministers who enjoy a public 
reputation as wonder-workers may, in fact, be dangerously 
slapdash in their methods. Others who have little Parlia 
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mentary repute may be most effective behind the scenes 
the demand is more for the importation of new blogg 
than for the expulsion of old ; and in any case tne Major 
wish is for a change of method rather than of men, Ip 
a strategic context, Mr Churchill laid down the principle 
that “action to be successful must rest in the fewest 
number of hands possible.” What is asked is that he 
shall apply that principle to his own Government, and 
place the power to act in the hands of men capable of 
decision and free to decide. 

The Prime Minister had even less to say about the 
equally vital matter of helping the people to construct 
for themselves an inspiring faith to carry them through 
the bitter second half of this long war. “‘ Now,” as Mr 
Churchill said, “that we can breathe more freely,” the 
last excuse for inaction on this most vital front has gone. 
If, as rumour has it, Sir Stafford Cripps is to join the 
Government, it 1s very much to be hoped that this will be 
his assignment. It is a task for energy, for faith, and (so 
prehensile are the obstructive interests) for burning radi- 
calism. In the short run, there is nothing more urgent 
In the long run, there is nothing more important ; jor 
what shall it profit a nation if it shall ggin the whole world 
and not recapture its own soul. 


The United Nations 


HE details were made known on Tuesday of the 

most comprehensive system of international asso- 
ciation the worid has yet seen. The students of post-war 
leagues and federations would do well to study it; the 
Axis states no doubt are already giving it their most close 
attention. The problem is to mobilise the resources of 
all the United Nations and to concert their use in pro- 
duction and on the battlefronts with the maximum of 
effect. The Allies are sovereign and independent states, 
including the Dominions, and will remain so; and the 
prerequisites for a successful plan, which will avoid the 
discord which can be the bane of any alliance, are three. 
First, there must be consultation in the making of policy. 
Secondly, there must be agreement upon the policy 
decided. Thirdly, there must be power to act at the 
places where that policy is executed; there must be 
military and economic “ commands.” 

Inevitably, policy will be worked out in the capital 
cities, and by the governmental agencies, of the Great 
Powers, in Washington, London, Moscow—and Chung 
king ; this is equally true of alliances in war and associa 
tions in peace. The need for continuous consul- 
tation between these states, and with the other, 
often distant Allies, is obvious. In the economic field, 
there already existed a machinery of consultation between 
Washington and London before the United States went 
to war. A White Paper this week announces th 
strengthening of this machinery by the setting up of 
three Anglo-American Boards to deai with the assignment 
of munitions, the adjustment of shipping resources and 
the utilisation of raw materials. For each Board there 
will be parallel committees in Washington and London, 
which will maintain liaison with the diplomatic and 
production departments of the two Governments ; they 
will confer with representatives of the USSR, China and 
such others of the United Nations as are necessary to attain 
common purposes and provide for the most effective utilisa- 
tion of the joint resources of the United Nations. 

This structure is less than the Allied Supply Executive 
that had been forecast in some quarters ; but it closely 
follows the lines of practical possibilities. As has been 
pointed out in The Economist, production cannot be 
organised internationally, and any attempt to make Mr 
Nelson in America and the Production Executive in 
London answerable to a joint body could only create 
confusion. What can be done is to agree on programme 
and on the allocation of finished weapons. The first task 


is stull unprovided for, and it is stull the chief gap remain 
ing to be filled in the arrangements for unity. The second 
task is to be the province of the new Assignments Board, 
of whom Mr Harry Hopkins and Lord Beaverbrook are 
the leaders. The two other newly created Boards are 
concerned with the use of shipping, which is shared be- 
tween Admiral Land, Sir Arthur Salter and Lord 
Leathers ; and with the distribution of raw materials, 
which falls to Mr W. L. Batt, Sir Clive Baillieu and Lord 
Beaverbrook. It is perhaps worth mentioning that this 
new structure does not replace the Lend-Lease machinery. 
Lend-Lease has never been a method of organising pro- 
duction or pooling resources ; it is a legal and financial 
device and it will remain unless or until Congress evolves 
some other method of providing funds for supplies to 
governments other than that of the United States itself 

In the military sphere, there will be a Combined Chiefs 
of Stafis Committee in Washington, to provide the frame- 
work of grand strategy within which the combined 
Boards and Committees for economic affairs will operate 
Three American and three British chiefs-of-staff will 
make up this Combined Committee, which is enjoined 
to collaborate closely with Russia and China, as well as 
with the rest of the Allied and associated Powers. 

Any divergence of views within the Chiefs of Staffs 
Committee will be adjusted by President Roosevelt and 
Mr Churchill, as heads of the United States and United 
Kingdom Governments. It is important to notice that 
these Boards and Committees, economic and military, 
are not executive bodies with power to act; they are 
agencies for consultation in the pre-digestion or working 
out of policy, and the sole right to decide policy, in each 
associated nation, remains with its own Government. In 
the case of Britain and the Unitetl States, whose industrial 
resources are the core of the Grand Alliance, their day- 
to-day collaboration in matters of supply must be so close 
that the possibility of divergences between the Govern- 
ments should be slight. In the military sphere, there has 
been continuous collaboration on the Atlantic, in Green- 
land and in Iceland for many months, and the arrival 
of American troops in Northern Ireland is an earnest of 
accord in grand strategy : so, too, is the established and 
successful policy of joint aid to Russia and joint reinforce- 
ments for the Middle East. 

Agreement with Russia, which must necessarily fight 
its own battles on its own Russian front according to 1! 
own decisions, is secured, first of all, by the personal link 
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between Mr Churchill (and Lord Beaverbrook) and 
Premier Stalin—indeed, the strongest bonds of the whole 
aliiance are the personalities of Roosevelt, Churchill and 
Stalin. The details have been worked out by the inter- 
change of military and economic missions between 
Moscow, London and Washington ; and the new Boards 
and Committees in London and Washington should pro- 
vide more permanent channels of consultation. China, too, 
must largely fight its own battles on its own soil, distant 
from the centres of Allied decision. But China is also an 
indispensable and powerful partner in the Grand Alliance; 
and it is to be*hoped that, in the organisation of General 
Wavell’s . South-West Pacific Command and in liaison 
with the economic Boards and the Chiefs of Staffs Com- 
mittee, consultation and agreement with the Chinese 
Ally can be fully attained. 

These two problems of consultation and agreement 
are, strangely perhaps, at their most acute in the case 
of certain of the British Dominions, whose anxiew to be 
consulted in the making of policy and in strategic 
decisions has grown as the Japanese danger has advanced. 
Mr Churchill has always been willing to meet their 
wishes, though, rightly, he has not found it easy to 
believe that the barriers of time and space which lie 
between Canberra and London can be surmounted by 
any simple device. At present, consultation is carried 
out continuously by High Commissioners on both sides— 
just as consultation- through Ambassadors remains the 
normal channel of communication between the other 
Allies—and, in emergencies, it is done by personal 
contact, by telephone or telegraph, between Prime 
Ministers. Now this machinery is to be strengthened in 
two ways: by the formation of an Imperial War Cabinet, 
which will be the British War Cabinet enlarged by the 
inclusion of accredited representatives of the Dominions. 
who will take part in “the formulation and direction of 
policy” and have access to the Defence Committee : 
and by the setting up of a Pacific Council, “on the 
Ministerial plane,” comprising the United Kingdom. 
Australia, New Zealand and the Dutch East Indies o1 
the Dutch Government. The work of this Council 
will enable the British Commonwealth to act as a whole 
and form plans for appropriate measures in defence, foreign 
affairs and supply. 

It will sit either in London or, as 
Zealand prefer, in Washington. 

Plainly, this Council fits in well with the larger frame- 
work for inter-Allied consultation and policy-making. 
It will be a valuable aide, not only to the Combined 
Chiefs of Staff Committee in Washington, but also to 
the Anglo-American economic Boards. The Imperial War 
Cabinet does not fit in so well ; it differs from any other 
of the arrangements—there are no British Cabinet 


Australia and New 


Ministers in Washington or American Cabinet Ministers 
Australian 
believing empirically 

been neglected in 


at Westminster. Its justification is that the 
and New Zealand Governments. 
that their interests have probably 
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previous London decisions, both desire it. Whether in 
lact their representation in the British Cabinet can make 
much practical difference, except psychologically and in 
day-to-day knowleage of what 1s going on, may perhaps 
be questioned. The British Cabinet wil still be responsible 
to the British Parliament. The Dominion representatives 
will still be responsible to their distant Parliaments ; 
they will be able to consult, but not to decide. They 
will have no power to bind their Ministerial colleagues 
in Australia or New Zealand without reference 
back, unless they are sent as plenipotentiaries—which 
seems precisely what the Dominion Governments, whose 
natural concern is that they as a body should be con- 
sulted at every crucial stage, do not wish or propose to 
do. The Imperial War Cabinet will be welcomed as a 
symbol of Commonwealth solidarity ; but it cannot be 
expected to perform miracles. 

The third stage of alliance—action, after consultation 
and agreement—is the most important ; it is the end, the 
others the means. And action is always local, at a single 
place or in a single region. In the economic field, British 
factories must be directed by a British production execu- 
tive, and American factories by an American executive, 
both according to a co-ordinated Allied programme; these 
executive agencies must be the economic “ commands.” 
Policy-making and policy-executing, of course, do overlap ; 
the Anglo-American Boards will not only co-ordinate 
priorities and allocations for munitions, shipping and raw 
materials, in parallel, from London and Washington; they 
will be directly interested in their application by the 
appropriate departments and agencies of the British and 
American Governments. In the same way, in the military 
sphere, the Combined Chiefs of Staffs Committee will 
have a direct interest in the execution of its plans. 

But real executive responsibility will rest, and must 
rest, with the Governments of the separate United 
Nations, at the one end of the scale, and with the com- 
manders in the field, Allied or inter-Allied, at the other. 
On the Russian front, Premier Stalin and his generals 
have the power and the responsibility ; on the Middle 
Eastern Front, power and responsibi ility are shared by 
Mr Churchill’s Cabinet and General Auchinleck ; in 
China they are the Generalissimo’s ; in the South-West 
Pacific, they belong to the Supreme Commander, General 
Wavell, and behind him the Governments who have 
approved him ; in the South-East Pacific, the new Anzac 
zone, between Australia and the United States, they 
belong to American commanders and President Roosevelt. 

Mr Churchill has said that General Wavell “ will not 
be overburdened with instructions.” This might well be 
the motto of the Grand Alliance in action; to consult 
and to agree by the means of this great flexible frame- 
work of co-ordination—and then to get things done. 
Most of all, this means finding the right men to apply 
the right plans in the right places. Co-ordination is not 
an end in itself ; it is a means to victory. 
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the Gap Again 


A’ article in The Economist of January 3, 1942, set 
out such information as is available on the sources 
irom which the men and materials needed to fight the 
war have hitherto been drawn. The main table of that 
article, in which its argument was summarised, is worth 
reprinting (the more so since, in the version originally 
printed, the minus sign was inadvertently omitted from 
the final figure) : — 


NATIONAL INCOME AND EXPENDITURE IN KEAL JT) 
100-= Net tonal income at factor cost in 193é 
4th Quarte: 
1938 1940 1941 42 
Net national income at tar t 100 1094 112 
Consumption. i] 69 oS 
Government expenditurm \Y 734 i4 
luvestment (or Disinvestment | 33 244 
it should be remembered that the 1940 tigure of Governm« 
cxapenditure includes payment, out of capital asset for man 


things which in 1941-42 are obtained on Lend-Lease term 

An alternative way of setting out the same facts is to 
say that, since 1938, increased Government expenditure 
has absorbed resources of manpower and materials equa! 
to §5 per cent of the total net income before the war. 
This 55 per cent has been provided, as to 123 per cent by 
increased output, as to 28) per cent by drafts on capital 
(1938 investment plus 1941-42 disinvestment), and as 
to the remaining 14 per cent by reduced consumption. 
All these figures are in real terms—that is, they are not 
influenced by changes in the value of money. 

The first question that must be asked in any approach 
to the Budget of 1942 is what changes are to be made in 
the figures of a table like that above in moving from 1941- 
42 to 1942-43. Government expenditure is, of course, the 
dominant element. Is it, first of all, likely that the real 
resources required by the Government in the year that 
begins on April Ist next will be larger than in the year 
that is now drawing to a close? The answer is certainly 
yes. Men and women have been called up to the armed 
forces and munitions industry in large numbers through 
out the past twelve months. The proportion of materials 
allowed to be used for civil consumption has been steadily 
restricted. Even if there were to be no further increase 
from the position reached new, in January, 1942, the 
average of real Government expenditure in 1942-43 
would be considerably higher than the average for 1941- 
42. But it is to be hoped that there will be an inctease 
{rom the present level. The output of munitions will cer- 
tainly rise in the course of 1942; and while that does 
not necessarily imply a higher utilisation of resources 
since, when all the factories are built, there is a steep 
rise in the ratio of output of munitions to input of 
resources), it is almost certain that the end of the Govern 
ment’s claims on men and materials has not yet been 
reached. In the notation of the table, the rate of Govern- 
ment expenditure may well be 80 or more now, and it 
may be as high as 85 on the average in 1942-43. These, 
it should be added, are not in any semSe estimates ; but 
they are indications of the range of possibilities. 

To some extent, the increased Government expenditure 
can come out of increased national income. As bottlenecks 
are cleared, organisation is speeded up and the last reser- 
voirs of idle resources are drained, the total production 
of the nation will doubtless increase still further. But it 
would be optimistic to suppose that the whele of the 
Government's needs could be met from this source. 
Perhaps a net national income in 1942-43 of about 115 
or 116 per cent of 1938 (in real terms) is as high as can 
be secured in practice, and, if so, its increase will provide 
only the smaller part of what the Government requires. 

Drafts on capital are a second possible source. But so 
far from expecting an increase in the coming year in the 
contribution that can be expected from this quarter, there 
is some reason to expect a decrease. Even since the enact- 
ment of Lend-Lease there has been some utilisation otf 
dollar assets of a capital nature, which must now be 
almost completely exhausted. Expenditure in Canada 
seems likely to continue to increase (and will be paid for 


out of the generous gift of $1,000 millions recorded jp 
a Note on page 139), but the volume of supplies 
that can. be obtained on credit from other parts 
of the world may well be less than hitherto, if only 
because of the geographical extension of the war, At 
home, the largest factor in domestic disinvestment has 
probably been the non-replacement of trading stocks, 
which must now be at or near the minimum point. More- 
over, it may be that the volume of essential maintenance. 
repair and replacement of fixed plant is slowly increasing 
as time passes. On all these matters, the layman can dy 
no More than guess. But it seems very unlikely that , 
greater volume of resources will be obtainable in 1yq2 
43 from the various methods oi drawing on capital than 
in 1941-42, and it may be difhcult to maintain the level 
then reached. The conclusion is inescapable that if (as 
must be hoped) the scale of Government utilisation vf 
resources is to increase, the scale of popular consumption 
must be cut down still further. fo state the task in 
approximate numerical terms, it may be that the 
physical volume of consumption, which had been reduced 
from 77 in 1938 to 63 in 1941-42 (that is, by about 18 
per cent),will have to be further reduced to $7 or even to 
5§, This would be a further cut of about one-tenth of 
the 1941-42 consumption or perhaps about one-twentieth 
of the present (January, 1942) rate of consumption. In 
money terms at present prices, consumption in 1942-43 
ought to be something like {400 or {£500 millions lower 
than in 1941-42. 

It may be assumed, on last year’s precedent, that this 
is the way in which the Chancellor of the Exchequer is 
approaching his problem—with, of course, the advantage 
of estimates instead of guesses. His next problem will be 
to decide how this reduction in consumption is to be 
brought about. This carries the argument back to the old 
familiar lines. The consumption of the people can be 
reduced by taxation, by savings, or by direct physical 
limitations such as rationing or limitations on production. 
Or it can be ‘reduced by inflation which, in spite of a 
persistent public belief to the contrary, is not a way ol 
avoiding the restriction of consumption but a particular 
—and a particularly obnoxious—way of imposing it 
Hitherto, British financial policy has made use of all four 
methods. Inflation has been permitted, though the 
endeavour has been to keep it within bounds. To do this 
requires that the volume of available purchasing power 
in the hands of the public shall not greatly exceed the 
possibilities of spending it. In Sir Kingsley Wood’s own 
metaphor, there is a limit to the weight of water that can 
be held back by even the most solid dam. For this reason. 
though stricter physical controls—more rationing and 
more shortages—have a part to play in the further restric 
tion of consumption, they cannot be left to play ic alone 
They must be assisted by measures of taxation, or by 
increased savings, to mop up the purchasing power that 
they set free. There are several .signs that the dam 1s 
being strained already. It was argued in these columns 
at the time of the last Budget that the Chancellor of the 
Exchequer had not succeeded in completely closing the 
‘ gap,” or in reducing it to the £100 millions or so which 
he was prepared to contemplate. In the ensuing ta 
months, many of the contingencies that were then appre- 
hended have come to pass, as well as some unexpected 
ones. Expenditure has been higher than the estimates. 
wage rates have been increased. The volume of expendi 
ture already spilling over the dam into black and grey 
markets, and into markets that are apparently considered 
to be white, such as those for tobacco and beer, show 
the pressure that is already generated. If in the coming 
twelve months the national income is to increase (because 
of higher output and higher wages) by several hundreds 
of millions, while the quantity of goods and services , 
be purchased is to be reduced by several hundreds 0 
millions of pounds’ worth, the dam will be in seriou 
danger of bursting wide open. , * 

For these reasons, the painful necessity of still further 
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taxation in the forthcoming Budget must be faced. It is, 
of course, much simpler to say this than to point out to 
a harassed Chancellor where he can find additional 
revenue. Two suggestions that were made in The 
Economist a year ago may be repeated, in spite of the fact 
that the Chancellor rejected them in his last Budget 
speech. One is for a tax on excess incomes of all kinds, 
as well as on excess profits. The Chancellor’s strongest 
argument against it was the equitable argument that two 
men earning the same amount could not be taxed differ- 
ently merely because one of them earned less before the 
war. It is an objection of real substance, but it would 
disappear if the whole of the tax collected were treated 
as a post-war credit. It would be necessary, for adminis- 
trative reasons, to limit the tax to persons who made 
returns for income tax before the war, but this again 
would be reasonable if the tax were treated as compulsory 
savings. The second suggestion was for an excise tax— 
an extension of the Purchase Tax—on services. The 
Chancellor’s objection was that many services are neces- 
saries—he mentioned rent and rates, railway, bus and 
tram fares, gas, electricity and water, entertainments, 
hotels, restaurants, etc.—and would have to be exempted. 
But with the exception of rents and rates (which are 
hardly services in the usual sense), all these are things 
of which the consumption should be reduced. And are 
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any of them more necessary than clothing, which is sub- 
ject to Purchase Tax? The Chancellor may havé been 
right in suggesting that the yield of a Service Tax would 
be less than was suggested. But he was surely wrong in 
completely rejecting the proposal. 

There are a few other suggestions that can be made. 
The reduction of the surtax limit to £1,500 was forecast 
two years ago, and should be carried through this year, 
in default of a reorganisation of the whole of the direct 
taxes. A duty on advertisements would be justified in 
peacetime and doubly justified in war. But, however many 
such devices and expedients were listed and enacted, their 
combined yield would probably not amount to a great 
deal in the context of war finance. If a substantially larger 
sum has to be raised in taxation, the main reliance must 
be on the old standby of direct taxation. But with the 
standard rate of income tax at 10s. in the £, the question 
must be very seriously asked whether the present system 
of direct taxation will bear any further increase without 
damaging reactions on the productive effort of the com- 
munity. Indeed, it has been argued that, so far from an 
increase being possible, some reduction of the present 
effective combined weight of income tax, surtax and 
EPT is necessary as an incentive to greater produc- 
tion. These are questions that will be examined in a 
subsequent article. 


Rio and After 


HE Pan-American Conference at Rio de Janeiro was 
faced with two probiems, the first, to establish a 
united front to Axis aggression, the second, to organise 
the resources of the Americas for coilective defence. 
Of the two questions, the first was naturally the more 
vital, since the eifective pooling of resources depended 
upon unanimity of political attitude. The result is, on 
the whole, satisfactory. The 21 Republics have agreed 
to assert and maintain American solidarity against a non- 
American aggressor. They have provided for common 
action for mutual protection. They have “ recommended ” 
a severance of diplomatic relations with Germany, Italy 
and Japan; and they have adopted the principle that they 
will only resume relations by a common agreement. 

The political importance of this measure of solidarity 
is obvious, especially if it is compared with the 1917 
reaction to a very similar situation. Then there was no 
joint conference; only eight countries—Brazil, Costa Rica, 
Cuba, Guatemala, Haiti, Honduras, Nicaragua and 
Panama—followed the United States into war; five others 
—Bolivia, San Domingo, Ecuador, Peru and Uruguay— 
broke off diplomatic relations with Germany, while the 
seven remaining neutrals included three of the most 
powerful American states, Argentina, Chile and Mexico. 

At Rio de Janeiro in 1942, the atmosphere was radically 
different. Some of the republics came to the Conference 
with their minds already made up. The Central American 
and Caribbean republics, for example, had already de- 
Clared war against the Axis powers, while Mexico, 
Colombia and Venezuela had broken off diplomatic 
telations. Other States, such as Brazil and Peru, showed 
their readiness to break off diplomatic relations from the 
start of the Conference. Paraguay and Bolivia broke 
them off immediately after it; and no praise can be too 
high for the courageous stand taken by Uruguay, whose 
stand was the timely expression of a long-sustained sym- 
pathy for Great Britain and for the cause of democracy, 
which neither the course of the war, nor the intrigues of 
the Nazis have been able to shake. 

The republic’s resolute attitude springs largely from 
the patient work of the present United States Administra- 
ion and its predecessor in pursuing a “Good Neighbour 
Policy ” and gradually stilling the suspicions which were 
taised by the expansionist period of United States foreign 
policy in the decades before the last war. It is significant 
that at the Rio Conference, Mr. Sumner Welles made 
00 attempt to press a United States policy. He was con- 
tent to let the Latin American States settle the vital ques- 


tions between themselves, and his confidence in the 
outcome has been justified. Any signs of undue pressure 
from Washington would inevitably have been resented, 
and would very probably have made complete co-opera- 
tion impossible of achievement. As it was, the Conference 
was a real success for the “ Good Neighbour ” policy. 

The changing character of modern war has a.so piayed 
its part. It is not merely a question of a far more scientific 
exploitation of Fifth Column activity, but of the actual 
physical possibility of total war. The Japanese 
attack on Pearl Harbour, across thousands of miles of 
ocean; the tactic of air landings on undefended coasts; 
the passage into popular language of such a conception 
as “ The Straits of Dakar”; the lessons taught by the 
fate of a divided Europe—all these combined to increase 
the republics’ realisation of the necessity of joint action 
and pooled defence. 

Psychologically, the way for the Rio decisions was 
cleared by the earlier meetings at Panama and Havana, 
where a great variety of joint agencies—such as, for 
example, the Permanent Inter-American Neutrality Com- 
mission—were already set up and the possibility of future 
joint action fully discussed. At the same time, the co- 
operation between the United States and the British 
Empire, two sqvereign independent blocs, which led to 
such arrangements as Lend-Lease and the leasing of bases, 
showed how far the pooling of resources could go without 
raising any question of infringed sovereignty. Indepen- 
dent sovereignty has always been the stumbling block 
in the United States’ relations with its less powerful 
neighbours. Thus inter-American relations from Havana 
to Rio are the first concrete proof that the arrangements 
worked out in’ London and Washington are capable of 
universal application. 

Yet in spite of the increased sense of solidarity and 
the increased need for it, the Rio Conference did not go 
so far as it might have gone. The resolution calling for 
an immediate, unanimous breaking-off of relations had 
to be modified. Instead, the resolution recommending 
the severance of relations was passed. Unity of action 
gave place to unity of recommendation. | Of the two 
States responsible for watering down the decision—Chile 
and Argentina—only Argentina did so from a real pre- 
ference for neutrality as such. Chile, with thousands of 
miles of Pacific coastline and Japan’s amazing naval 
ingenuity to consider, viewed rather dubiously strong 
diplomatic action unaccompanied by equally strong defen- 
sive action. Her quarrel was not that the resolution to 


























































break off relations as such went too far, but that unless 
it was ‘accompanied by a far more definite pooling of 
American military resources, it would offer a provocation 
which Chile alone had not the strength to meet. 

The real core of opposition was centred as usual in 
Argentina, and it is likely that if Uruguay, Brazil and 
Chile had been prepared to follow an Argentine lead, 
Dr Castillo; the Acting President, would have held out 
for neutrality and have opposed even the recommenda- 
tion to sever relations. The opposition of Argentina to 
United States leadership is very old and very strong. 
The republic values highly its close links with Europe. It 
fears that a pooling of its political, economic and military 
resources with those of the rest of the hemisphere will 
permit the United States once and for all to establish its 
pre-eminence and to create an economic interdependence 
from which Argentina could not hope later to escape. 
This traditionally suspicious outlook is aggravated at 
present by the clash between the Argentine Executive 
and Legislature. The opposition has crystallised round the 
question of foreign policy, the democrats and radicals 
demanding stern measures with the Nazis as well as the 
reassembly of the Legislature, the President trying to 
preserve relations with the Axis and to keep the country 
in the present “ state of siege.” Dr. Castillo has therefore 
felt compelled to take a strong line on Argentina’s rela- 
tions with the Axis in order to suppress popular 
opposition at home. It is the measure of the determina- 
tion of the other Latin American states that he has been 
compelled to modify his attitude. The result is a typical 
compromise, Argentina modifying her extremist attitude 
in order to avoid isolation, the others the strength of 
their resolution to secure unanimity. 


NOTES 


Americans in Northern Ireland 


OF 


American troops have landed in Northern Ireland. 
Although their arrival is a symbol of greater things to come, 
when the time for a general offensive against Hitler’s western 
defences is ripe, the purpose of the present force is defen- 
sive. Their station is beside the supply depots and port 
facilities which Americans have already been building 
under Lend-Lease and their task is to ensure the steady 
fiow of munitions and goods through the democracies’ 
Atlantic sea lanes. Their arrival. adds to the ring of 
American garrisons—in Newfoundland, in Iceland, in the 
West Indies—which are defending the Atlantic link. 
The welcome given them: has naturally been warm and 
enthusiastic with only Mr De Valera striking a discordant 
note. Mr Roosevelt will not be the only one to be “ sur- 
prised” at the Eireann Prime Minister’s protest that he 
had not been consulted. The arrival of the Americans was 
a strategic arrangement in a war from which the Irish have 
in the most solemn and formal way dissociated themselves. 
Moreover, the continued presence in Dublin of the eyes 
and ears of the Axis in the shape of the Legation staffs 
would in any case debar the discussion of vital strategic 
decisions before they had been successfully put into effect. 


a * * 
Return Match ? 


The battle of Libya again hangs in the balance. After 
some weeks of regrouping and reinforcing his army, 
Rommel has again taken the field and a deep thrust has 
brought him to Msus, 150 miles north-east of El Agheila. 
The analogy with last year’s advance and retreat was so 
obvious and so alarming that a first reaction was to expect to 
see the Axis forces advance rapidly to the old Sollum line. 
With the heavy bombing of Malta serving the same purpose 
of screening convoys as did the battle of Matapan last year, 
it was possible to believe that Rommel had been very 
heavily reinforced at a time when the Far East would un- 
doubtedly be making onerous calls on the Allies’ Middle 
Eastern resources. However, it seems that Rommel’s rein- 
forcements were not so great as was feared at first. He has 
arrived at Msus after a fierce tank battle with only about 
one-third of his original force, and it is possible that, like 
the daring diversion into Egypt at the height of the Sidi 





138 THE ECONOMIST 


January 31, 1942 


With the politcal framework of decision and action 
settled on the whole satisfactorily, the result of the Con. 
ference will tend to turn on the second problem, the 
co-ordination of economic and military resources. The 
South American republics have faced very severe 
economic difficulties as a result of the loss of European 
markets, but the enormous expansion in the United States 
armaments programme is to a large extent solving the 
problem of surpluses. Hitherto the problem has been 
to find anything in South America that the United States 
wished to buy in bulk. To-day the problem is exactly 
reversed. The problem is to find United States exports, 
Up to the end of 1940, Latin America’s total adverse trade 
balance with the United States was $106,700,000. It is 
estimated that the 1941 figures will show an export sur- 
plus of some $250,000,000. It is at this point that the 
linking-up of Latin America’s needs with the whole new 
Allied machinery of pooled resources and _ allocated 
supplies becomes vital. The basis of the new exchanges 
is obvious. Latin America’s defence position is weak. 
In return for vital raw materials, such as tin, copper, 
aluminium and rubber, the United States can give—and 
has given—not only finished armaments, but interest free 
loans for defence works and for improved communica- 
tions. 


With the political front decided, this process of “ get- 
ting mixed up together” can go forward unhindered. 
Thus a new area of joint action and joint decision, where 
common responsibility is combined with full indepen- 
dence of sovereignty, has come into being. New worlds 
are growing up to counter the “new orders ” of the old. 
Not only hemisphere defence, but a great political experi- 
ment depends upon the outcome of Rio. 


THE WEEK 


Rezegh battle, the new drive was designed to prevent 
an Allied advance rather than to attempt sudden reconquest. 
The harrying by British aircraft of a large convoy and the 
sinking of a 20,000-ton liner-supply ship in the Central 
Mediterranean may discourage the Axis forces still further. 
But the present turn of events is yet another warning that 
until the British hold the North African coastline from 
Cairo to Tunisia, any conquest in the desert will be in- 


securely held. 
* * * 


Far Eastern Front: The Good Side— 


The Japanese have opened their seventh front in the 
Far East. When, on January 23rd, an enemy convoy was 
sighted off Rabaul, the Australian base in the Bismarck 
Archipelago, and the landing of some 10,000 troops fol- 
lowed, the Japanese were already fighting in China, in 
Burma, in Malaya, in the Philippines, in Borneo and the 
Celebes. Their-lines of communication stretch now through- 
out the South China Sea, and their main supply base is still 
Japan, some 2,000 miles away from the chief area of opera- 
tions. That such a dispersion of effort and commitment 1s 
potentially dangerous cannot be questioned. The problem is, 
whether the United Nations can begin to strike at the 
enemy’s long sea lanes, and hold the advance of his land 
forces before he has deprived them of bases from which to 
launch the counter offensive. Hitherto, the answer, week by 
week, has been a decisive and depressing negative. At 
last, however, in the eighth week of the campaign, there are 
signs that the Allies’ prospects on land and on sea are a 
little brighter. True, it is not much more than a rift in the 
uniformly heavy clouds of war, but it may be a pointer to 
clearer sky ahead. On the Chinese front, the Japanese have 
suffered a setback in the Kowloon area. In Burma, Chinese 
reinforcements are “streaming into” the country, and in 
attempted air raids on Rangoon, the Japanese have suffered 
very heavy losses. The advance in Malaya, though not 
checked, has been slowed down. General MacArthur has 
firmly established his forces in the Bataan peninsula, from 
which the Japanese have so far been completely unable to 
dislodge them. Finally, in the Macassar Straits, a Japanese 
convoy, unloading at Borneo’s oil port, Balik Papan, has 
been mercilessly attacked by Dutch and American aircraft, 
and by American destroyers and cruisers. Not only are the 
results of the attack very satisfactory—with a dozen ships 
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gunk or severely damaged—but this is the first indication 
that the United States Asiatic fleet is operating in South 
China waters. Yet in spite of these more hopeful happenings, 
it would be folly to paint the Far Eastern war front in any- 
thing but very dark grey colours, or to dismiss the Prime 
_Minister’s warning that worse tidings may be still to come. 


* * * 
. 


—And the Bad 


From three areas in the Far East the news is, on the 
whole, worse. The Japanese drive on Moulmein, in Burma, 
the important harbour at the outlet of the Salween River, is 
making some progress. The British have taken up positions 
east of Kawkareik, which is only 45 miles from Moulmein, 
and 100 miles from Rangoon, across the gulf of Martaban. 
The danger of this move both to the Allied land and sea 
defences is obvious. If the valleys of the Salween and Sittang 
are overrun, the Burma Road supply route can be cut long 
before it reaches difficult mountain country. If another 
harbour is secured on the Indian Ocean, the sinkings in the 
Bay of Bengal—two have already been recorded—are certain 
to increase ; and should attacks in these waters become wide- 
spread, the United Nations would be deprived of their last 
relatively submarine-free passage. In Malaya, the fall of 
Batu Pahat on the west coast of Johore, and heavy landings 
at Endau on the east coast, presaged a great struggle on a 
long front some 65 miles from Singapore, to secure the 
transversal road which runs from Batu Pahat to Mersing. 
Now the Japanese have succeeded in crossing this road in 
the West. There is fighting on the coast road below 
Senggarang and, in places, the front is now only 50 miles 
from Singapore. The defenders are undoubtedly putting up 
an increasingly stiff resistance, and there are welcome signs 
of increased air support. But the outlook is dark. Finally, 
the Japanese attack which is developing in the New Guinea 
zone is an immediate menace to Australia. North Australia 
is not thickly populated, nor is it heavily defended. And the 
Torres Straits between New Guinea and Cape York is only 
75 miles wide. 


Canada’s Gift 


All through the war, the British need for United States 
dollars and the political consequences that have flowed from 
it have been allowed to obscure in the eyes of the public the 
very similar need for Canadian dollars. In the financial 
arrangements between London and Ottawa, there have 
already been two phases, and the statement made by Mr. 
Mackenzie King on Monday inaugurates a third. In the 
first phase, which lasted from the beginning of the war 
to about the end of 1940, the United Kingdom require- 
ment of Canadian dollars (which amounted for the slightly 
longer period to March 31, 1941, to $795 millions) was 
financed as to about 40 per cent by sales of British assets in 
Canada, as to 20 per cent by Canadian accumulation of 
sterling (i.e., by loan to the United Kingdom Government) 
and as to the remainder by the shipment of gold. During 
1941, the second phase, the main reliance has been on 
Canadian accumulation of sterling—that is to say, Canada 
has been content to take payment in sterling for the excess 
of her exports over her imports, and to leave the sterling 
on deposit in London. This, however, is not an entirely 
satisfactory solution, since it involves the constant re- 
investment of large sums in British floating debt. The 
accumulation has now reached $700 millions, or about £160 
millions. It has now been agreed that a further list of Cana- 
dian securities held in this country shall be requisitioned 
and repatriated. This is expected to provide about $295 
millions towards the reduction of the debt ; the remaining 
$400 millions will be left as an interest-free loan for the 
duration of the war, with the questions of its ultimate re- 
payment, and of the rate of interest it shall bear, left for 
decision after the war. For the future, Canada will supply 
munitions of war, war materials and foodstuffs entirely 
free of charge up to an amount of $1,000 millions, which is 
expected to last for another twelve months. The effect of 
the whole transaction is, then, that the Dominion of Canada 
18 giving the United Kingdom about £225 millions and 
lending, free of interest for the duration, a further {91 
millions. In the context of Canadian finance, these are very 
large figures ; together they amount to about the same 
amount as the total revenue last year of all Canadian 
governments, Dominion and Provincial, together. Mr 
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Mackenzie King’s offer is, in its way, the most generous 
financial transaction between Governments that the war has 
yet produced. 


Obligation to Serve 


The obligation of all citizens, not serving full time, to 
do part-time war service is now being made explicit. After 
February 16th, under a new Defence Regulation, members 
of the Home Guard will no longer have the right to give 
a fortnight’s notice of resignation ; and all part-time civil 
defence workers, including special constables, are to be 
given a fortnight’s opportunity to resign, after which they 
will be regarded as enrolled for the duration. This is only 
the beginning of the process of translating the obligation 
into actual fact. Deterring those who have voluntarily 
joined from leaving is the easier part ; they are not deserters. 
The more important task outstanding, in equity and in view 
of the vast and growing strain on the nation’s resources of 
manpower, is to make sure that there are no abstainers— 
with provision, of course, for hardship or unfitness. As well 
as laying down that members of the Home Guard may be 
ordered to do up to 48 hours of training and duty in every 
four weeks, the new Defence Regulation empowers the 
Army Council and the Minister of Labour and National 
Service, on the advice of the Commander-in-Chief, Home 
Forces, to introduce compulsory enrolment in the Home 
Guard in areas where there is a shortage of members. If 
Home Guards or civil defenders resign during the period of 
grace allowed them before they are compelled to stay in, 
they will be liable to this compulsion or, in many urban 
areas, for compulsory firewatching. The point has almost 
been reached, but not quite, where every male citizen must 
prove that he is a member of one or another defence force. 
It would make the position plainez, and more logical and 
more effective, if power were taken to compel, directly, for 
civil defence, as well as for firewatching and the Home 
Guard—and if at least those women who have no family 
ties were included as well as men. These part-time duties 
are not alternatives to war work, but additions—and should 
apply equally to all citizens. 


* * * 


Towards a Basic Ration 


The extension of the scope of points rationing is 
wholly to the good. With the grant of four more points per 
head, dried fruits and the majority of cereals and pulses 
were included in the system from January 26th. The new 
move renews the hope that the Ministry of Food is work- 
ing towards a situation in which, without undue delay, the 
sale of all forms of food fit for human consumption is 
controlled by some form of rationing. This achievement 
would carry with it two striking advantages. First, every 
consumer in the country would be assured of a minimum 
share of foodstuffs in terms of nutritional value, with an 
appreciable element of choice in the exact make-up of this 
basic diet. Secondly, when coupled with a corresponding 
extension of retail price control, it would be possible to 
estimate, within very broad limits, the maximum outlay of 
any consumer on food. From the budgetary standpoint, 
the fact that a rough limit was set to individual food 
expenditure would remove a source of inflationary pressure. 
The increased ease with which both average and normal total 
weekly expenditure on food could be estimated would 
greatly facilitate the calculation of the cost of living in 
various walks of life. The authorities are to be congratu- 
lated on having so largely maintained the consumer’s right, 
as rationing has been extended, to select any shop at will 
a privilege which will do much to encourage efficient 
retailing and to prevent the development of monopoly 
interests in retail trade. 





The Rubber Crisis 


There is every sign that the country was taken very 
largely unawares by the disappearance, or threatened dis- 
appearance, of its rubber supplies. Stocks had not been 
built up on an adequate scale; there is no production of 
synthetic rubber ; and reclamation has been undertaken 
only on a minimum scale. When the crisis was realised, 
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a revised Rubber Control was instituted. The Economist 
has protested against the decision to entrust this control to 
a body on which rubber trade interests are predominant. 
As has been argued in these columns with tireless iteration, 
the practice is utterly wrong in principle and completely 
reprehensible. That protest having been made, however, 
it is only fair to point out that the rubber industry—an 
expression that is used somewhat indiscriminately to cover 
growers and manufacturers—is being most unjustly 
belaboured in some organs of the press. It was no part of 
the industry’s duty to accumulate emergency stocks in pre- 
war days—for the absence of such accumulation, of rubber 
and other commodities, the culpable lethargy of the Board 
of Trade is responsible—and since the outbreak of war the 
shipping shortage has militated against the importation of 
more than was currently needed. Still less was it the rubber 
industry’s fault that there is no synthetic production. There 
will be no peacetime case for synthetic rubber until it is 
as cheap as natural rubber; and if there was a security 
case, it was for the Government to voice it. Experiments 
might have been made, and if the fact that they were not 
made is blameworthy, the fault rests with the lack of 
enterprise of the chemical industry (a near-monopoly) and 
with the consistent obstruction of domestic refining by the 
petroleum cartel. Only on the score of reclamation can 
a case be made against the rubber industry, and even that 
is not strong. But if the industry had been less tightly 
organised at its manufacturing end, and if there had been 
less integration between manufacturers and growers, it is 
hard to believe that reclamation would not have gone at 
least as far as in the United States. As with so many other 
defects of the British economy that the war has revealed, 
the fault lies in part with the Government’s addiction to 
inaction and in part with industry’s addiction to monopoly. 


* * * 


A Travesty of Justice? 


Mr Shinwell is in the van of the critics who are crying 
out for more production, and as MP for a mining constitu- 
ency he is well placed to know the importance of coal in in- 
dustrial manufacture and transport. Nevertheless, Mr 
Shinwell regards the punishment of the miners of Bettes- 
hanger Colliery, Kent, for going on strike illegally three 
weeks ago, as a “travesty of justice,” Last November, 
special allowances for extra work were introduced at this 
pit by the management, and were rejected by the men, 
who adopted a “ go-slow” policy at work. The allowances 
were sent to arbitration and approved ; but on January 9th 
about 1,500 miners went on strike, without giving the 
twenty-one days’ notice required by Defence Regulation, 
thus making .themselves liable to a maximum penalty of 
three months’ hard labour, or a fine of £100. Three men, 
president, secretary and committee member of the local 
branch of the Kent Mineworkers’ Association, the leaders 
who misled the men, have been imprisoned with hard 
labour, one for two months and two for one; just over a 
thousand others have been fined £3 or £2, with two months 
to pay. Mr Shinwell calls this “harsh.” But the law was 
never more patently broken. The country has been 
deprived of 2,000 tons of coal a day by the strike, and 
between November and January still more output was lost 
by “ca’ canny.” It is impossible to be dogmatic about the 
adequacy or inadequacy of the allowances, or about the 
wisdom of the management’s attitude. But these are not 
the crux. The allowances were arbitrated upon ; and, if the 
men were still dissatisfied, they could have given due notice 
to the Ministry of Labour of their intention to strike, 
giving three weeks for a settlement. As it was, they “went 
slow,” and then struck without notice. It is probably an 
anomaly that strikes in essential war work should be pos- 
sible at all, and certainly wrong that this sort of illegal 
stoppage should occur. Mr Shinwell might reflect on the 
likely fate of strikers in Russian war industries—or in our 
own armed forces. Meanwhile, it seems that Mr Grenfell, 
the Minister of Mines, and Mr Ebby Edwards, General 
Secretary of the Mineworkers’ Federation, have secured a 
settlement at Betteshanger. 


* * * 


Advance to Kholm 


The week has brought the Russian armies the most 
important success achieved so far. Striking westwards from 
the Valdai Hills, they have advanced some seventy miles to 
recapture Kholm and Toropets. This blow threatens the 
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Nazis’ control of the railway running north to south behind 
the Smolensk front, leaves Vyazma in a dangerous salient, 
and threatens the army besieging Leningrad with loss of 
contact with the main German forces. It seems very un- 
likely now that the Germans can hold until the spring the 
line Orel—Kursk—Kharkov. If they cannot, it is difficul: 
to see clearly where the next stable front can be fixed. 
After the great Russian advance, the fighting has come to 
something of a standstill on account of a sudden fall in the 
temperature. It is probable that the Germans counted on 
a prolonged and general immobilisation through the deepest 
period of winter, whereas the Russians are giving them no 
respite except in exceptional frosts which, in any case, only 
last for a few days, not weeks. Nevertheless, the German 
forces are fighting very stubbornly and have been able each 
time to move back a mass of their heavy equipment and 
their armoured vehicles. In spite of the setbacks, their 
penetration into Russian territory is still very deep, and 
there are many reports from inside Germany of feverish 
preparations for a spring offensive. Sir Stafford Cripps, 
on his return from Russia, gave a useful commentary on 
the general situation. The Russian armies are growing in 
strength and some nine million men are under arms. Their 
enterprise and fighting spirit spring in part from their fine 
collection of able young generals. The general staff con- 
fidently expects a vast German attack in the spring, but 
with the new armies and war production doubled and 
trebled in the territories to the east, they look forward 
confidently to the total defeat of Germany in the autumn 
and winter of 1942-43. Nevertheless, they do not under- 
estimate Germany’s powers of recuperation. The animal is 
wounded, not disabled, and, while the Russian numbers are 
satisfactory, it cannot be said that they are all satisfactorily 
equipped. The help of Britain and the United States is 
wanted to the greatest extent possible if the advantages 
gained now are to be retained in the tough fighting ahead. 


. * + 


Restraint of Women 


After February 16th, women between the ages of 20 
and 30 seeking work may do so only through Ministry of 
Labour exchanges or employment agencies approved by the 
Ministry ; and employers may not engage women of these 
ages, except through the exchanges. The restriction does 
not apply to women seeking employment in agriculture, 
forestry, nursing or teaching, with the Women’s Services, 
as voluntary workers, in work to which Essential Work 
Orders apply, or to women who have living with them 
children of theirs under the age of 14 years. The women in 
these age groups have registered, but not all have yet been 
interviewed. Unless they are already in essential work they 
are liable to be conscripted, if single, for the Services, or 
directed to factories. The restriction can help to keep track 
of these women and to ensure that they do not go from 
essential into unessential work. But if conscription and 
direction into war work were not firmly applied, 
the restrictions would have the odd effect of keeping 
some girls in non-essential work. Employers will be 
forced to seek staff among women younger than 20 
or older than 30, unless they can show that their 
requirements are essential for the war effort. For 
manual work other than domestic work, the labour 
exchanges have long been recognised as recruiting centres. 
In non-manual work, they have dealt mainly with people to 
whom the Unemployment Insurance Act applies ; and in 
this field they were ovefshadowed by commercial employ- 
ment agencies. There was a snobbishness which tended to 
prevent employers from applying to labour exchanges for 
shorthand typists ; and those seeking work were forced to 
pay commercial agencies for finding them employment. 
Some of these agencies do their work well and built up 
reputations for sending the right people to the right jobs; 
but many are merely agencies for the exchange of names 
and addresses. If the Ministry of Labour is to take over 
the entire placing of these younger women, the exchanges 
will need to emulate the best type of commercial agency ; 
the exact requirements of the employer must be ascertained ; 
the qualifications of those seeking work must be assessed, 
if need be by trade tests. The Supplementary and Central 
Registers must deal with those women qualified to be in- 
cluded ca them. The Ministry admits that there are various 
agencies better able than the exchanges to place people with 
certain technical qualifications, and provision is made to 
approve them. Provided proper control is exercised, it wou'd 
be well to take as much advantage as possible of the experi- 
ence of these agencies. On the wider economic significance 
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these measures, it is somewhat puzzling to find the 
freezing order confined to women, and to women. of certain 
age groups. There are numbers of men between the ages 
of 20 and 30 who are medically ineligible for the armed 
forces, and not in reserved occupations, free to choose theit 
employment. If the object is to guide labour into essential 
would surely be more logical and more effective 


ork, it 
» apply it to all workers, men and women, of all ages. 


of 


* * * 


Mr Benjamin Greene 

So much indignation and alarm have rightly been 
joused by the case of Mr Benjamin Greene that it is only 
ir that publicity should be given to the Home Secretary’s 
defence. The facts of Mr Greene’s cetention and release 
were given in a Note in The Economist of last week, page 
100 (it is regretted that owing to printer’s errors a number 
of misprints occurred which are corrected on page 142). On 
the day of going to press, Mr Morrison, who has assumed 
the unenviable position of whipping boy in this matter, 
though he was not responsible for Mr Greene’s detention 
in the first place, was asked in the House of Commons 
whether proceedings would be taken against the person or 
persons upon whose evidence Mr Greene was detained. In a 
written reply, the Home Secretary stated that Mr Greene 
was not detained on the evidence of a single person. “ There 
was undisputed information derived from various sources 
that he had hostile associations, and these associations were 
of such a character that it was necessary to exercise some 
control of him.” Even now, after his release, as the Home 
Office’s letter to Mr Greene made clear, the order for his 
detention has only been suspended, not rescinded, and he 
is still subject to certain restrictions. If it is true that there 
was “undisputed information of hostile associations,” this 
night well have been enough to cause Mr Greene’s deten- 
tion in the frenzied and indiscriminate days of May, 1940, 
without the three chief charges against him, which have 
now been definitely withdrawn. But, beyond any doubt, 
it is these which must have weighed most heavily with the 
idvisory committee when it first considered his case and 
recommended his continued detention. Now, after serious 
bungling, he l.as been released. The question at issue now 
isnot whether Mr Greene should or should not be com- 
pletely whitewashed by the public. What is disturbing—and 
profoundly disturbing—is that both the former Home Secre- 
ry and Lis advisory committee should have allowed them- 
ilves, on the three most serious charges, to accept, 
ipparently unquestioningly, the evidence of a single person 
which has since proved to be completely unsubstantiated 


Sliding Scales 


Sir Walter Womersley has announced that pensions and 
ilowances payable by the Ministry of Pensions to widows 
ind children of men killed on war service, and to persons 
disabled through war service, will be raised from the first 
pay-day in February, to meet the increase in the cost of 
Wing since the last adjustment. This, as the Minister must 
% fully aware, is the thin end of a wedge. The thick end 
8 the raising of all Government pensions—and possibly all 
allowances ‘oo—to correspond with the rise in the cost of 
Wing, a step which in equity is little more than a corollary 
ot the present concession. On the score of cost, it might be 
pleaded that a rise should be permitted only in instances 
Where hardship would otherwise result ; but, against this, 
t must be pointed out that there are some cases above the 
poverty line where Government pensions have been reduced 
when the cost of living has fallen ; and if this cut ig not at 
east made good, such pensioners are placed in a position 
where any reduction made in the fat years must make them 
mcreasingly hard up when the lean years come. This dis- 
am of course, raises once more the wider issue of the 
spp oe the remuneration of civilians and mem- 
is elie € fighting forces, which is growing in size and 

Political import. It is common for industrial wages to 

tegulated by a sliding scale linked to the movements in 
oe a Since we na oy ay Pen is insulated 
ments, there js little ng pbb gael anne a ot eon 
Pay; but the cost of li r ill vi ill aff 
letemved de ; iving still vitally affects, not only his 
disabled oe ants, if he is killed, or himself, if he is 

a, but also his family while he is well and serving. 
od ae, is in most cases worse off than his civilian 
8. Even in the narrower case of the disabled pen- 


sioner, it has hitherto not been adequately recognised that 
payment to disabled persons is not only inadequate com- 
pensation, but also a gross waste of public money, unless 
it is accompanied by all possible remedial treatment, extend- 
ing to occupational therapy and instruction, where possible, 
in new and suitable trades. ‘This was promised by the 
Minister of Labour in a wartime scheme announced last 
October, Last week, he promised further developments 
and stated that comprehensive measures for the “ rehabilita- 
tion, training and resettlement of disabled persons 
generally” are being prepared for introduction as soon as 
possible after the war. 


* * * 


Polish-Czech Federation 


The agreement for a Polish-Czechoslovak Confedera- 
tion signed last week by the Foreign Ministers of the two 
countries goes a little bit further than the Greek-Jugoslav 
Pact. While each country is to retain its separate national 
existence, the parties to the Confederation, in which Poland 
and Czechoslovakia are anxious to include all European 
states with which their “ vital interests . .. . are linked up,” 
pledge themselves to pursue common political, social, milj- 
tary and economic policies. In the military sphere, the 
Confederation is to have a common general staff, with, in the 
event of war, a unified supreme command. This should, of 
course, be already appointed in time of peace. A common 
foreign policy is to be accompanied by a common foreign 
trade policy and the eventual conclusion of a Customs 
Union. Postal services and communications are to be de- 
veloped in a common plan and, in the educational and legal 
spheres, degrees, diplomas and court sentences are to be 
regulated. It is interesting that the Confederation does not 
envisage laissez-passer, but agrees also to regulate the right 
of domicile and the right to exercise gainful occupation. The 
terms of the agreement also contain a guarantee to the 
citizens of the Confederation of normal democratic rights 
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including the controversial issue of freedom of association. 
The success of the Confederation, as with the Greek- 
Jugoslav Union, can scarcely be estimated from the terms 
of its constitution. It must clearly depend on the goodwill 
with which it is operated and on its ability to wield power 
in dealing with the outside world. There is no doubt, for 
example, that a great opportunity for practising the princi- 
ples of the agreement was missed when Poland and Czecho- 
slovakia chose to conduct separate negotiations with Russi. 
Nonz the less, the agreement provides the outline of a 
scheme which intelligence and determination could work, 
particularly if co-operation with the, possibly extended, 
Balkan Union were practised through some form of federa- 
tion of progressive federations. The enthusiastic comment 
which the agreements have aroused in Turkey is a good 
omen for the future. The pacts are, in fact, on lines similar 
to those advocated by M Falih Atay of Ulus and M Yalcin 
of Yeni Sabah in the spring of 1941. 


* * * 


General Smuts on Trusteeship 


Last week, General Smuts made a statement on South 
Africa’s native policy which promises a big step forward 
from the principles which have hitherto inspired it. “We 
want,” he said, “to take a holiday from old ideas which 
have brought nothing but bitterness and strife to our 
country, and try to the best of our ability to fashion a 
variegated but harmonious race pattern in South Africa.” 
Of the two courses which, General Smuts said, previously 
governed native policy—complete equality or permanent 
European “top-dogism ”—South Africa has so far chosen 
the latter, though recent legislation has been framed in a 
more liberal spirit. Even General Smuts himself has in the 
past favoured intensive white settlement from the high- 
lands of East Africa to the Union, which would serve as 
a sort of bulwark for the protection of European civilisation 
on the African continent. Both in the Union and in 
Southern Rhodesia, in fact, the desire to prevent European 
civilisation from degenerating has weighed more heavily 
than the desire to improve the civilisation of the African. 
It is not certain whether General Smuts’s new statement 
implies a far-reaching change in Union policy, though he 
expressly renounced the principle of segregation. But it 
does seem likely that native welfare problems—housing, 
education and nutrition—will be energetically tackled, for 
General Smuts said that in these respects South Africa’s 
policy had been “shamefully deficient” and quite contrary 
to the principle of trusteeship. Thus, the Union seems 
committed to the policy which, in the British colonial 
empire, is summed up in the Colonial Development and 
Welfare Act. There is, however, a certain danger lest South 
Africa should regard development and welfare as 
synonymous with trusteeship. It is not, of course, a danger 
which is confined to South Africay for there have been 
signs that the Colonial Office tends to regard the issue as a 
choice between giving the colonies bread or the vote. But in 
colonial policy the other side of trusteeship, the spiritual 
side, has for so long been enshrined that, provided it 
remains paramount, the weighting of the scales on the 
material side is both necessary and desirable. In South 
Africa this tradition is absent, and it will be a further test 
of General Smuts’s statesmanship if he can combine his 
new deal for the natives with a truly new order for both 
African and European. 


* * * 


Changes in the Air 


The fiction, in wartime, of an independent BBC with 
an indepenuent chief in charge of broadcasting policy is 
apparently to be abandoned. The director-general, Mr 
F. W. Ogilvie, has resigned, and is to be replaced by two 
joint directors-general, who will presumably be, less re- 
luctantly than Mr Ogilvie, caretakers for the Ministry of 
Information, which in wartime is inevitably responsible 
for broadcast news and propaganda. One of the new direc- 
tors-general, Sir Cecil Graves, is an old hand at Broadcast- 
ing House. He was Mr Ogilvie’s second-in-command. The 
other, Mr Robert Foot, was put into the BBC from the 
Gas Light and Coke Company some time ago as a business 
expert. Mr Foot is reputed to believe that wartime 
economies could be achieved in programmes by the use 
of more records, and by putting out the same items on the 
Home and Forces services. It is hard to see what relevance 
purely financial paring of this sort has to war economy, 
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for it is a virtue of broadcasting, as of the cinema, that 
much valuable entertainment can, in theory if oe 
practice, be provided for the expenditure of 9 lin. 
physical resources. The fact that the over-cautious aj 
negative attitude of the BBC, even before the war, tende! 
to produce poor and stuffy programmes, in almost even, 
category, cannot alter the apprehension that the ney 
prospect is more dismal than ever. British broadcag; 
has always been a great sufferer from its own m 
created and maintained because of expediency, pe 
principle. Twenty years ago, the reason was lack of way 
lengths, which has remained ; now it is the exigencies 4 
war. And, at every stage, as a medium of all kinds of ent, 
tainment, the broadcast service has been the poorer, yw 
now, in wartime, there is no justification for the enter 
tainment side of broadcasting, or indeed for any side apar 
from security restrictions, being crippled by the conpy 
of any Government department, Mol or Treasury; ay; 
ia peacetime, the first airn should be the introduction , 
some element of competition—and competitive efficiency, 


Shorter Notes 


President Roosevelt celebrated his sixtieth birthday o 
Friday of this week. Most fortunately, this opportunity fo 
saluting him comes within a few weeks of the revelation of 
his full stature as a statesman. The United States might y 
easily, at this crisis in world history, have had a Presiden 
who saw the truth less clearly or one whose leadership of 
his people was less patient and wise. 


* 


The Government has decided to lift the blockade to the 
extent of sending 8,000 tons of wheat to the Greeks, Ther 
is no question either of their need or of their deserts, Th 
doubts expressed are all of the “thin end of the wedge” 
variety. What is to prevent the Germans from setting abouj 
the systematic starvation of the Norwegians, the Belgians o 
the Dutch? And if help from Britain is refused to thes 
peoples, what play will Goebbels make on Britain’s “dis 
crimination ” between her Allies? 


* 


The occupation of Portuguese Timor in December by 
Dutch and Australian troops hardly caused more than 4 
passing stir among the Portuguese public, in spite of Ger- 
many’s attempts to fan the indignation professed by a smal! 
section into a general blaze. Nevertheless, it is very welcome 
that, after discussions with Great Britain, the Portugues 
Government has sent Portuguese troops to undertake the 
defence of the Portuguese part of the island, and that al 
possible cause for disagreement has been removed. 


* 
Himmler has replaced Dr Frick as Minister of the Interior 
and Heydrich, the “butcher” of Prague, is to succeed 
Himmler as head of the Gestapo and the SS. Thus th 


control of the entire civilian population is centred in the 
hands of Hitler’s two most ruthless fanatical lieutenants. 


* 


Owing tc the extremely difficult conditions under which 


printers are working in wartime, errors and mispnnts #4) 


bound to creep in. Last week’s errata include:— 

Page 97.—The first sentence of the second paragraph 
of The Book Case should read: “In fact, the problem ® 
an economic one, a question of allocating scarce supp 
of lakhpur, plant, materials and fuel between va 
claimants, . 

Page 100.—In the Note A Grave Blunder, the agree 
beginning “ Hackled in the November debate .” sho 
read, “Heckled in the November debate in the House ¢ 
Commons, the Attorney-General said 18B meant that 
Home Secretary must give each case his personal attennw 
and not leave it to departmental routine.” In the s™® 
Note, in the sentence, “If he conned himself to doc 


ous 


is 


by whom had they been prepared? ” the italicised wom 


should read “ confined.” 

Page 106.—In the last column of the table in e 
British and American Taxation, Government expendl 
expressed as a percentage of the national income 


United Kingdom in 1941-42, should read 67.4 for (my 


expenditure and 50.5 for war expenditure. 
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THE ECONOMIST 


AMERICAN SURVEY 


The Auto Arsenal 


N any assessment of the productive strength of the 
United States in a modern mechanised war, the fabulous 
yutomobile industry must come at the top of the list of 
resources. A country that can and does produce over 
ooo new passenger cars and over 1,000,000 trucks and 
commercial vehicles in a year is obviously in a far better 
ition to produce tanks and aircraft than any other. As 
with any other country, total war will strain every sinew 
even of the gigantic American economy. But the scope of 
the ultimate programme and the speed with which it can 
be attained will both be decided by what happens in the 
yutomobile industry. Rightly, Detroit is taken to be the 
very centre of the arsenal of democracy; and the conversiou 
of the industry to all-out war production is being tacklea as 
the first job of the new War Production Board. The pro- 
duction of passenger cars and light lorries for the civil 
market, already curtailed, is to be suspended entirely at the 
end of the present month (though there is talk of keeping 
one small plant open to supply essential needs). Heavy 
tucks and buses will continue to be produced in February 
—indeed, at an accelerated rate—but this production also is 
io finish by February 28. The whole industry is thereafter 
to be considered as a single productive unit. Mr Ernesi 
Kanzler, of the Ford organisation, has been appointed 
head of the Automotive Branch of the WPB, with supreme 
wthority to direct the gigantic conversion operation. 
Mr William Knudsen has testified to a Congressional Com- 
mittee that the process of conversion is, at the majority of 
plants, to be completed within five or six months. 

The size of the automobile industry in relation to that 
of other manufacturing trades in the United States is reflected 
in the following table, based on the results of the 1937 
census of production : — 





OuTpuT oF AUTOMOBILE AND OTHER INDUSTRIES IN 1937 
— : is ‘ ania —— 
Avg Cost of Value 
N \\ Materials lot Added 

f of ie ; buel Value f by 

Plant Wage — Contract Output Manu 
: Earner Work facture 
WV < ) ) S000 000's S000 O0N0's S000 _ D004 

Automobile Indus-} | <a 
: 1 
Bodies and part 3 RS} 440 1.27 080 | ry 
Motor vehicles 131 | 195 | l¢ > 394 «| 3 (96 | 70% 
| | 

Total 1,067 | 420 | 756 1.507 


Machinery (exclud 
ing transport 
equipment) 
Manufacturing 

__ Industries 


9.961 56 . 1,37€ > 424 892 5.467 


166,794 % 569 10,113 539 60,713 25.173 


On the basis of the value added by manufacture, the 
wutput of bodies, parts and finished vehicles in 1937 was 
much as 43 per cent of that of the whole of the rest 
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of the engineering industries (excluding transport equip- 
ment) and 6 per cent of that of all manufacturing industries 
in the United States. In that year, the industry employed 
half as many workers as engineering and 5} per cent of the 
number of wage-earners in all manufacturing trades. 

Hardly less important than the automobile industry’s 
munitions potential is the economy in scarce raw materials 
that can be achieved by the suspension of the production 
of cars and lorries for unessential civilian purposes’: — 


RAW MATERIALS CONSUMED By AUTOMOBILE INDUSTRY IN 1939 


—+ - — 


Consumption by Automobil 


U.S. Total Industry 
Consumption | 
Actual % of Total 

Finished Steel (net tons 33,122,000 5 993,000 18 
fron, malleable 565,000 286,000 51 
» grey “ 6,839,000 948,000 14 
Rubber (long tons) 592,000 473,000 80 
Plate glass (thousand sq. ft 157,000 117,000 75 
Leather, upholstery 39,820 27,077 68 
Aluminium (net tons) 217,000 21,000 10 
Copper : 801,000 | 110,000 14 
lin : 88,000 | 10,000 11 
Lead | 667,000 228,000 34 
Zinc ss | 626,000 | 76,000 | 12 
Nickel (thousand Ibs.) | 88,000 | 20,000 23 
Cotton (bales).... | 7,371,000 734,000 10 
Glycerine (thousand Ibs | 150,000 18,200 12 
Lumber, hard (thousand board ft.) 4,019,000 175,000 | 43 

softwood ae | cia 104,000 | 


It the automobile industry can convert into war equipment 
proportions of the total supply of raw materials similar. to 
these, its potential contribution to the munitions pro- 
gramme of the United States will be appreciably higher 
than is suggested by figures of employment alone. 

The industry is, of course, no newcomer to muni- 
tions production; nearly two years have passed since 
it was first called upon by a Government in a hurry. A 
violent controversy has raged ever since, and is still raging, 
over the methods that have been followed. The critics have 
been led by the CIO union for the industry, the United 
Automobile Workers. They have urged that it was possible 
to convert the existing automobile plants into aircraft fac- 
tories, to employ the same machines and the same labour 
with a minimum of transitional dislocation. This was the 
basis of the famous Reuther Plan, put forward by Mr 
Reuther, Vice-President of the UAW. The managements, 
however, decided otherwise and the Government, with 
Mr Knudsen in a key position, concurred. The automobile 
industry has contributed experience, skill and general 
“know-how,” but it has set about planning to do its war 
production in specially built, newly equipped factories. 
All over eastern Michigan, these gigantic new plants have 
been going up, Chrysler’s Tank Arsenal, Packard’s aero- 


NEW YORK 








144 


engine plant, Ford’s gigantic bomber plant. But the ‘auto- 


mobile tactories themselves have continued, until the present, 


to turn out civilian cars and trucks. 

For this mode of procedure, the industry, and Mr Knudsen 
in particular, have been strongly attacked and accused of 
excessive selfish addiction to “Business As Usual.” But 
their defence is not negligible. For one thing, they have 
urged, the extent to which automobile plants can be con- 
verted to munitions production has been greatly exaggerated. 
In recent years, the trend has been strongly towards single- 
purpose machinery and the great factories are full of 
machines designed to do, and capable of doing, only one 
particular job. Not more than § or Io per cent, it was 
believed, could be converted. Moreover, at the time the 
vital decisions were taken, the size and shape of the problem 
were not appreciated in Washington any more than in 
Detroit. In the summer of 1940, the industry was given 
only about $300 millions in defence orders to set alongside 
the $4 to $5 billions of its civil output.* It seemed entirely 
reasonable to set up a small and specialised munitions 
industry without disturbing the main automobile industry. 
This was, moreover, in line with the dominant philosophy 
of that time, which saw‘rearmament as a useful means ot 
finding work for the unemployed, who were still regarded 
as America’s most serious problem. 


The Problem of Conversion 


The picture of two automobile industries, peace and war, 
existing side by side, might have been realised, had it not 
been that both of them grew at an entirely unexpected 
pace. Armament orders piled up. The $300 millions of 
June, 1940, had reached nearly $1 billion by December, 
1940 ; by September, 1941, it was $3,530 millions, with more 
to come. More than half of these orders were for aircraft 
and aircraft engines; the remainder was almost equally 
divided between motor vehicles, on the one hand, and guns 
and ammunition, tanks, marine equipment and other stores, 
on the other hand. In October last, six companies were 
reported to be manufacturing, or scheduled to manu- 
facture, aircraft engines, two were making propellers, four, 
together with their affiliated concerns, were assembling 
bombers, and a number were producing aircraft parts. One 
concern-was producing 28-ton tanks, another tank trans- 
missions and a third tank engines, and two more were 
negotiating to undertake the manufacture of 30-ton and 
60-ton tanks. 

Meanwhile, the civil automobile industry had been ex- 
panding almost as fast. The combined output of cars and 
lorries during the first eight months of last year, at 3,588,000 
units, probably a record, showed an increase of 31 per cent 
over the returns for the corresponding period in 1940. In 
July output was 92 per cent and in August 94} per cent 
larger than during the corresponding months in 1940. But 
by then the available resources of materials were no longer 
sufficient to satisfy the voracious automobile industry as 
well as the plants manufacturing war equipment. Output 
was therefore restricted by the Government, not without 
some resentment among some members of the industry ; in 
September, factory sales of cars and lorries were 11 per cent 
smaller than a year earlier, and since then production has 
been tapering off rapidly as a result of official intervention. 

Whether more could reasonably have been done than has 
in fact been accomplished is very difficult to assess. The 
automobile industry cannot fairly be criticised for not 
waking up to the necessities of defence earlier or faster 
than the United States Government. Nor can ‘it be blamed 
for failing to impose a sacrifice of civilian convenience (at 
its Own expense) On a public that believed it could have 
both guns and butter. As for the technical question of the 
limits within which conversion is possible, that seems to 
have been decided against the managements, since the basis 
of the present programme is 100 per cent conversion within 
six months: As in Great Britain in the early months of the 
war, the possibilities of converting peacetime plant to war- 
time production were greatly underestimated. In both 
countries, it is almost certain that the reason is to be 
found in the presence in dominant positions of business 
men, with their conscious or unconscious preoccupation 
with “Business As Usual.” Labour, and particularly Mr 


Reuther, can claim to have been right on_ this 
issue—or at least not so wholly wrong as_ they 
were told they were by the experts—and _ this 


claim was made the basis of a demand during December 
that the unions should be directly represented on the body 
that was to have the final voice in managing the affairs 


* These figures and some other facts in this article are derived 
from articles in the November, 1941, issue of Fortune. 
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of the industry. The OPM yielded to this demand jp the 
extent of setting up a committee of five labour Tepresenty. 
tives and an equal number representing the management 
to draft plans for the industry’s conversion to war Work 
But the committee failed to reach agreement. The manag. 
ment representatives wished to confine its power to recom, 
mendations, leaving control in their own hands ; they pointe 
out that there was no way to give Labour an equal yoig 
in pooling the industry without socialisation, In order tp 
smooth out the controversy, a sub-committee was establishe 
on January 1oth for advisory purposes. This committee hy 
seven members, three representing labour and three for 
management, with Mr Cyrus Ching, formerly of the ys 
Rubber Co., as chairman. But this body is advisory only: 
Mr Kanzler does not share his executive powers with i 

The Public 

‘The way is now clear for the change-over to war py. 
duction of virtually the whole of the world’s largest mas, 
production industry ; its Output of machines of war js to 
reach $5 or $6 billions in the present year—more than twice 
what was expected before Pearl Harbour. The sacrifice of 
convenience that is being imposed on the American people 
should not be underrated. Even in Great Britain, with jts 
far smaller distances, the public has shown a very strong 
desire to keep its cars on the road and to accord motoring 
a much higher place in the scale of necessities than might 
seem reasonable on ad priori grounds. In America, the auto- 
mobile is far more of a necessity—a physical necessity, not 
merely one of convention—than in any European country. 
As cities have grown and industrial districts have spread, 
public transport facilities have not been provided, because 
the workers travelled between home and work by car, The 
whole Los Angeles region, now vital as an aircraft manv- 
facturing centre, would come to a standstill if private cars 
were stopped. A recent survey reached the conclusion that 
the annual private car mileage that could be classed a 
“ necessity ” amounted to nearly 3} times the total passenger 
mileage of all other forms of transport combined. 

A stoppage of passenger-car production does not, of 
course, mean a prohibition of passenger-car use. There are 
some 27,000,000 cars on the roads of the United States, of 
which some 4,000,000 are Government and commercial 
vehicles. In recent years, about 2,000,000 a year have been 
scrapped, and this figure is not likely to be reduced, how- 
ever great the efforts made to keep cars running, as, owing 
to the very large production at the end of the 1920's and the 
very small production in most of the 1930's, an unusually 
high proportion of the cars on the road are old—it 3 
stimated that 5,000,000 are over 10 years old. The spare 
parts do not exist for patching up these cars. Moreover, the 
existence of a stock of cars is of comparatively little assist- 
ance in meeting new demands for transport owing to shifts 
in the population. Stocks in dealers’ hands plus the unsold 
production of recent weeks provide a fund of approximates 
650,000 new cars. This stock has been frozen and a rationing 
scheme will go into effect on February 2nd. Buyers will be 
limited to the following categories: (1) Physicians, surgeons, 
visiting nurses and farm veterinarians ; (2) Firemen, police, 
public health officers, mail carriers ; (3) Persons who ; 
bought cars on January 2nd but had not taken delivery. 

Thus, as in Great Britain, thé private car-owner will not 
be able to buy a new car. He will have growing difficulty 
in having his existing car repaired. There is the strictest 
rationing of tyres and, in some parts of the country, petrol 
rationing is a possibility. To an extent that is difficult for 
a European to realise, there is a very large transport problem 
in the making in the United States. There is some 1fony; 
but more logic, in the fact that the first sector of the 
American standard of living to feel the effects of war 1s that 
of which the American has always been proudest 


Sacrifice 


Investment 1n 1941 
[FROM OUR NEW YORK CORRESPONDENT] 
Jaruary and 
Tue capital markets of 1941 reflected, as would © 
expected, the cross currents of the year. For the § 


market, the trend was gradually downward. January i 
February brought a marked decline of over 10 per -—s 
the averages; from March until the end of May ally 
were four months of general stagnation, followed by “a 
from early June to mid-July, which, at_its peak, = a 
quite regain the early January figure. The remain e ad 
the vear saw a continuous, but gradual, decline to the ¢ 
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the net drop of the index from January to Decermber being 
about 20 per cent—the lowest year-end for seven years. 
This occurred despite the fact that production rose steadily 
and rapidly throughout the year, that commodity prices 
rose considerably, and that the banking data were generally 
of the type called “ inflationary. In short, common stocks 
hardy lived up to their reputation either as mirrors of 
industrial activity or as hedges against inflation. 

New capital issues also reflected, as usual, the public 
version to common stocks. Flotations totailed about $2,400 
millions, against $3,000 millions in 1940; of this total over 

00 millions were bonds. Local government borrowing, 
as usual, was about $750 millions, a figure which approxi- 
mates the annual retirements in that field. Such corporate 
gnancing as occurred was, as usual, mostly in the form of 
ponds carrying an extremely low coupon rate, generally 
3 t0 3) per cent. é 

The Treasury offered five long-term issues during the 
year, of which the first ($1,100 millions, 7-9 years, at 2 per 
gent, in March) was entirely refunding ; the second ($1,000 
millions, 11-13 years, at 2} per cent, also in. March) was 
about half refunding; the. third ($1,500 millions, 14-16 
years, at 2} per cent, in June) about half refunding ; the 
fourth ($1,600 millions, 25-30 years, at 2} per cent, in 
October) entirely cash; and the fifth, a cash offering in 
December of 25-30-year bonds at 2} per cent ($1,000 
millions) and 10-year bonds at 2 per cent ($500 millions). 
Altogether, by bonds and notes, the Treasury obtained 
about $5,000 millions from the capital market in 1941, at 
arate no higher than 2} per cent, and the bulk of it for long 
term. Of this, approximately half was taken by the report- 
ing member banks and the remainder by the public— 
mostly, it is presumed, institutional or quasi-institutional 
in nature. In addition, the public—in this instance largely 
individuals—took some $2,500 millions of defence bonds 
and stamps, following their introduction in May. Another 
$1,500 millions was realised from tax anticipation notes, 
sold largely to corporations, although available to 
individuals. 

To sum up, in 1941 the borrowings of the Treasury 
were close to $10,000 millions, of which about one-quarter 
was bank credit, and three-quarters—about $7,000 millions 
—were “savings.” Adding the corporate and local issues, 
the visible public investments of the year was about $9,000 
millions—the largest for any year since 1929. This figure is 
the equivalent of some Io per cent of the national income. 
While it may be indicative of national savings, it should 
not be taken as identical. There was undoubtedly a sub- 
stantial sum of business saving that went directly into plant 
and equipment ; there was a very large sum, especially in 
the early months of the year, invested in residential build- 
ing. On the other hand, at the beginning of the year, it 
was believed that there was a good deal of idle cash 
acumulated from previous years ; and this, if invested in 
some form that could be tabulated would swell the total 
of apparent current saving. Finally, it appears that the 
public (individual and institutional, apart from the banks) 
split its 1941 investments four ways—about $2,500 millions 
for marketable Government issues ; about equal amounts 
for defence bonds and for new corporate issues; and a 
rather similar sum for such persona! investments as homes, 
ttc. These figures are far from being statistically precise, 
but they give an impression that is probably not far wrong. 


American Notes 


Roosevelt Counters Lewis 


With the branding of Mr John L. Lewis’s peace pro- 
posals as an “TIsolationist plot,” designed to rehabilitate 
himself and seize control of the whole Labour movement, 
the way was opened for counter measures by the President. 
Despite the Lewis fiasco, a strong demand for labour unity 
continues, The new moves envisage co-operation, but a 
Merger is seen as undesirable in that it would certainly 
Mvolve much jockeying for position among Labour leaders 
and might create more difficulties than it would solve. The 
CIO and AFL have accepted the proposal that each should 
‘end three representatives to a joint committee to meet with 
the President to maintain inter-organisational peace during 

€ war, Mr Lewis’s name is not mentioned among the 
candidates for the CIO delegation, which is reported to 
include Mr Murray, president of the CIO, and Mr Hillman, 
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now in charge of labour for the War Production Board. 
The first meeting with the President is expected to take 
place on February 15th, and it is hoped that a formula will 
be arrived at speedily in order to prevent jurisdictional 
disputes between the two organisations. There has been 
some press criticism of Mr Roosevelt for “attempting to 
be his own Bevin.” It is certainly unfortunate that'so many 
decisions rest on the President, but in labour questions it 
is particularly difficult to think of any other man who 
would be welcomed by both sides and who has svfficient 
prestige to produce am early agreement. 


Price Control and the Farm Lobby 


Popular disapproval of farm bloc pressure has 
prompted a compromise on the Price Control Bill, which 
now has been passed by both House and Senate. The 
O’Mahoney amendment, establishing fantastically -high 
“ floors” for farm prices, has been rejected, but the Bank- 
head amendment, giving the Secretary of Agriculture a 
virtual veto over limitations of farm prices, has been 
retained. The new minima for farm prices are 110 per cent 
of “parity” or the prevailing prices last October Ist or 
December 15th, whichever are the higher. The retention of 
licensing, a single administrator, and the elimination of the 
price review board refiect Administration views, but the 
exercise of a veto by the Secretary of Agriculture may mean 
that the final decision on farm prices, like so many others, 
reverts to the President. At the end of the year farm prices, 
in relation to costs, were about 99 per cent of “ parity ” ; 
during 1942 farm prices are expected to average about 
25 per cent Over 1941, due to higher consumer incomes and 
contunued purchases for Lease-Lend shipments, and farm 
income will, it is estimated, stand at about two billion 
dollars overs 1941. This will be partially offset by higher 
costs. The 11 per cent increase in the cost of living is due 
largely to rising food and clothing costs, particularly in the 
lower-priced commodities, which means that the lowest 
income groups have been the hardest hit. Historically, the 
American farmer has a:ways lobbied for a higher price level 
to lighten ‘the burden of farm indebtedness and increase 
farm incomes, and because of its election on a geographical 
rather than a population basis, the Senate exaggerates the 
agricultural interest. Two farmers’ organisations have dis- 
claimed any desire to set unduly high prices, and it may 
be that farm Senators have gone farther than their con- 
stituents would have wished them to. Farm profiteering at 
the expense of the rest of the community can only be 
detrimental to morale and production and may create an 
even greater agricultural crisis after this war than that of 
the thirties. As was pointed out two weeks ago, the essential 
goal is an orderly and equitable reduction of civilian con- 
sumption ali round rather than a struggle by competing 
interests to increase their share of a diminished national 


pool. 


Remember Pearl Harbour 


Unpreparedness and sheer dereliction of duty at Pear! 
Harbour, an amazing lack of co-ordination between the 
Army and Navy, and iack of foresight and drive in Washing- 
ton are all cmphasized by the Roberts Commission’s investi- 
gation into the success of the Japanese attack Although a 
pian of defence against air attack had been drawn up at 
Colonel Knox’s instigation, it is clear that neither in 
Hawaii nor in Washington was the possibility of heavy 
air raids taken very seriously. Messages from Washington 
directed attention to the likelihood of sabotage and sub- 
marine attack, implying that aggressive Japanese action 
would probably be undertaken in the Far East. Out of a 
desire to avoid provocaticn, Japanese cables in code were 
not interfered with until December 7th, with the result that 
the Japanese had the most precise information about the 
absence of long-range reconnaissance, the location of air- 
fields, and the berths of naval units. On the other hand, the 
American authorities were completely ignorant of the fact 
that Japanese carriers wer? at sea. In Hawaii itself Lieut.- 


* General Short relied on the Navy’s patrols far off-shore, 


without troubling to discover that they were flown on week- 
davs only, and then purely for training purposes. The Navy 
assumed that the Army was operating an adequate aircraft 
warning system, while in fact this was only a makeshift 
affair and shut off each morning at seven. The Japanese 
naturally timed their attack for after seven on a Sunday. 
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It is hard to escape the conclusion that, professionally, the 
Army and Navy were hardly on speaking terms. Bad luck 
prevented the receipt, in time, of a warning sent from 
Washington just before the outbreak of hostilities. The 
Commission reports an insufficiency of material at Pearl 
Harbour, but basically the disaster was due to failure to 
use the material at hand, to complete mental unprepared- 
ness and misconception of the character of Axis methods, 
not only in the officers on the spot, but in official circles in 
Washington and in public opinion. It is reported that 
Admiral Kimmel and Lieut.-General Short may be court- 
martialled, but another urgent necessity is increased co- 
ordination between the Army and Navy, which President 
Roosevelt has reported to be well in hand. Pearl Harbour 
was a tragic disaster, the effects of which will continue 
to be felt for some time. But in serving to awaken the 
United States to its danger, and in underlining the short- 
comings of yet another democracy’s preparations for total 
war, it has had its uses. 


America’s Foreign Born in Wartime 


The United States is unique in the degree to which its 
population is made up of foreign born. Over 14 million, 
about 10 per cent, of the American people were born outside 
the country, and, of course, the number of “ second-genera- 
tion” Americans is far greater. Of particular interest at the 
present time is the number of those who might, owing to 
their foreign birth, be sympathetic to the Axis, and, on 
the other hand, those whose instinctive sympathies lie with 
the countries of their birth either fighting German aggres- 
sion or suffering German occupation. The table below 
divides the main groups of foreign born into those of Axis 
or anti-Axis origin. The figures are derived from the 
1930 census, but there has probably not been much signifi- 
cant change since then. 


000's) 

Axis Anti-Axi 
Germany ...... 1,609 Great Britain 1,402 
OS TST Tere 1,790 Nor., Swed., Den 1,122 
OO ee ae 71 ae 1,269 
Pry ...... 274 Czechoslovakia 492 
Austria..... 37] Russia 1,154 
COA: . ss ss 1,278 
4.115 France... 135 
Jugoslavia 211 
7,063 


In addition, there were about three-quarters of a million 
Irish from the twenty-six counties. Thé legal status of the 
14 million foreign-born varies. Some are naturalised citizens; 
others have taken out naturalisation papers and are in 
process of becoming citizens (the United States requires 
a five year interval between the first application and the 
grant of citizenship); others have never bothered to take 
out papers. All three groups are affected by measures re- 
cently adopted or before Congress. Registration of all 
enemy aliens in the United States, Puerto Rico, and the 
Virgin Islands has been ordered by Presidential Proclama- 
tion. This will affect all the 71,000 foreign-born Japanese, 
who have not been eligible for citizenship. After a date to 
be fixed, aliens will be required to carry identification cards. 
The new registration will be more detailed than that con- 
ducted in 1940 and will include photographs and other 
information. Certification of enemy aliens will begin first 
on the West Coast, where most of the Japanese are concen- 
trated. A Bill passed by the House and now before the 
Senate provides that naturalisation papers may be revoked 
if the citizen’s conduct “establishes that his political alle- 
giance is to a foreign state or sovereignty.” The same Bill 
contains provisions for relaxing residence requirements 
for naturalisation in favour of aliens in the U.S. Armed 
Forces. Large scale revocation of naturalisation is unlikely. 


. 


The number of American residents of Axis origin is 
no clue to the magnitude of the fifth column menace, as 2 
large proportion of the Germans and Italians are unques- 
tionably loyal. Observers are struck by the eagerness with 
which aliens are volunteering for civil defence work and 
the forces. One notable example is that of Frank Capra, the 
well-known Italian-born film producer, who has announced 
that he will make no more pictures for the duration, and is 
shortly to join the Signal Corps. A group of Japanese- 
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Americans in California has started a drive to buy an anti 
aircraft gun, and all over the country they are Organisiny 
the purchase of Government Bonds. The degree to which 
the United States has been able to secure the undivided 
loyalty of its foreign-born groups is a test of the SUCCEss of 
the “ American way of life” and it seems unlikely that j 
will have failed to any considerable extent. 


National Income 


Net national income during 1941 is estimated by the 
Department of Commerce to have reached the record-break. 
ing total of $92 billions, $9 billions more than the previoys 
high of 1929). In the current fiscal year (ending June 3oth) 
it is expected to total $100 billions. The wholesale price 
level in 1941 was still below that of 1929, though towards 
the end of the year it was approaching the 1929 average 
Income payments to individuals (a concept slightly differen: 
from that of net national income) have increased rapidly, 
and in October were at the rate of $95 billions a year, an 
increase of 25 per cent over August, 1940. The average 
rise in wages and salaries was 27 per cent for the firs 
nine months of 1941, largely due to additional employment 
and increased hours of work, although average hourly 
earnings have increased 14 per cent. Earnings of large 
industrial corporations, in spite of heavier costs and taxes, 
were 31 per cent higher than in 1940, but the increase in 
dividends has not been proportionate. Durable goods indus- 
tries averaged profits 40 per cent higher than in the first 
nine months of 1940; aircraft equipment companies led 
the way with an increase of 87 per cent. 


Shorter Notes 


The President’s plan for outside “umpires” for the 
War Labour Board has been abandoned, and instead 24 
associate members have been appointed to assist the Board. 
It is reported that eight are labour organisation officials, 
eight represent industry and eight are non-partisan. 


* 


A further appropriation of $300 millions has been asked 
for to aid workers displaced through the conversion of 
industry to war production, It is proposed to make grants 
up to 60 per cent of normal earnings, with a maximum of 
$24 a week. The Treasury is considering a plan to alleviate 
income-tax burdens on those thrown out of work through 
conversion of industry. 


* 


The Interstate Commerce Commission has granted the 
railroads a 10 per cent increase in passenger fares and is 
considering similar increases in freight rates, The main 
reason for the application by the railroads was the increase 
in wages granted last month to the Railway Brotherhoods. 
Rationing of pleasure travel is under consideration. 


* 


Gallup Poll on President Roosevelt’s administration : — 
Undecided 


Approve Disapprove 
Result : : 
(a) At present date... 84%, 9% 7% 
(b) Early Dec. (before i 
Pearl Harbour) . 12% 19° 9% 
* 
Orders for 24 prefabricated escort ships are turing 


Denver, Colorado—1,200 miles from the sea—into a ship- 
building centre. The ships are to be exactly alike, and 
standard parts from twelve steel firms will be assembled at 
Mare Island Navy Yard, near San Francisco. 


* 


A Federal Daylight Saving Bill has become law, - 
clocks will be advanced by one hour from February gth. 
will presumably still be open to states and municipalities 
to add another hour in the summer if they wish, but = 
action is perhaps unlikely. At midsummer the day A 
United States is appreciably shorter than in the Britis 
Isles. 
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Trade with Germany 


(By a Polish Correspondent) 


HE statement in the Auantic Charter about universal 
access to international trade and raw materials and the 
Ajlies’ intention, stressed by Mr Eden, of not seeking to 
sin Germany economically are unexceptionable, as they 
and. But they will need the most careful interpretation. 
it will be necessary to guard against any repetition of those 
sactices in German trade which, before the war, made 
an trade policy simply an instrument of power 
politics. afer, , 
It is very dangerous to say that, when the Nazi poli- 
‘cians have been beaten, German business men can then be 
it to get on with the job of normal trade relations. If the 
yeliminary commercial understanding ; reached in the 
ring of 1939 by the Federation of British Industries and 
he Reichsgruppe Industrie at Dusseldorf had not been 
yandoned, a great export cartel would have been the 
result, which would have strengthened powerfully 
Gemany’s economic grip on Eastern Europe. Caution is 
dways needed in regard to Germany before treating 
wganisations of German traders as independent entities 
uled by motives of efficient trading and subject to usual 
wsiness standards. German trade development has tended, 
fore Hitler, to be intertwined with Germany’s political 
apansion, of a deplorably aggressive type. Ultra-nationalist 
novements and associations have not only been financed, 
wt even founded, by leading industrial, shipping and bank- 
ng concerns. From the Jate twenties, they readily bore the 
inancial burden of supporting the Nazi party. As long ago 
s September, 1914, prominent business men, such as von 
Thyssen and von Rechberg, were urging the annexation of 


te French iron-ore district of Briey. This Raubritter ° 


Robber-Knight) attitude of Germany’s industrial leaders 
was nO less apparent in 1911, when the Mannesmann Con- 
em’s Morotcan concessions almost caused an armed 
wnflict, than it was in 1936, when the Frankfurter 
Metallgesellschaft was defending its Spanish concessions, 
itained from the Gil Robles group, against the Leftist 
Government. German banks were supporting various sub- 
iersive activities in South-East Europe, when the Hitlerites 
vere nothing but a handful of ridiculed adventurers ; and 
with no less money or determination, they supported the 
Nazi Putsch in Austria in 1934 and the Fascist uprising 
wainst President Vargas in Brazil in 1938. The Nazis, 
funk, Clodius, Wohltat and the rest, followed on a well- 
eaten path, 


Offensive Sweeps 


Moreover, even apart from the usual political back- 
sound 6f German trade policy, its usual methods 
xarcely make it a factor fitting into the free and natural 
achange of goods and services. Most of Germany’s 
‘uccesses in international trade have been directly or in- 
arectly due to taking advantage of monopoly or quasi- 
tonopoly conditions, existing or artificially created. The 
tmarkable cheapness of German exports was largely the 
sult of British, Dutch and Swiss acceptance houses 
‘upplying German banking and trade concerns with cheap 
Money used by them to pay for their imports of primary 
Meduce ; and a large portion of those short-term credits 
Wed tO be redistributed by Germany amongst her -needy 
ttighbours at a profit. The difference in the rate of interest 
‘Wt only strengthened the German balance of payments, 
Ut also enabled Germany to exercisé a strong pressure on 
won Suppliers and competitors in Eastern Europe. German 
“tonem Policy was based on hindering direct trade rela- 

between the East and South-East of Europe, on the 
®ne side, and overseas countries, on the other. Extensive 
“Port subsidies, from state funds or by industrial levies, 
80 accounted to no small extent for the cheapness of 


German goods. This was felt painfully by British com- 
petitors. The German exporter’s adaptability was in part 
only due to skill and salesmanship ; Germany’s export 
successes were due primarily to the centralisation of 
German industries, to the support given by the German 
Government, and to the efficient and widespread net of 
German agents and representatives abroad. A Danubian, 
Polish or Baltic exporter had little more chance against a 
German competitor, represented by strong German export 
cartels, under the Weimar Republic, than when the 
Nazis set up huge basic combines successively swallowing 
German manufacturing industries. Even the highly 
capitalised and experienced exporters of Western Europe 
were hardly a match for the German battering-ram—being 
unable to cope with the ingenious trade agreements policy, 
with its “ Aski” and “ blocked” marks, clearing and com- 
pensation arrangements forced upon weaker partners, its 
fictitious long-term credits, and so on. And in any com- 
mercial deal, the Germans tended to insist on a German or 
German-controlléd shipping line, carrier, broker, insurance 
and storage company, while on the financial side trustee- 
ships, control and supervision, exchange transfers and 
operations had to be entrusted to German banks and 
agents, 


The Victims 


Eastern Europe was, of course, most exposed to all 
devices. Those people who may still cling to the notion 
of Germany as an economic link between that ill-fated part 
of Europe and the West should realise that Germany’s 
trade policy was, and is, simply aimed at deepening the 
economic isolation of the East and South-East of Europe. 
This was undoubtedly the object of artificially raising prices 
in that region when they were already far too much above 
the world level ; of purchasing their raw materials and food- 
stuffs through clearings and dumping them half-price in 
sound currency countries ; of forcing these weak economic 
units to grant long-term credits to Germany, or to sur- 
render goods against deliveries of German machinery at 
some uncertain future date—thus depriving them simul- 
taneously of their selling and purchasing power in inter- 
national markets. These tricks are now only too well known ; 
but it is important to characterise the German “ economic 
mission” in Eastern Europe, with its meretricious appeal, 
as involving a minimum of collaboration with a maximum 
of exploitation. Another striking example of the dangers 
of German trade was furnished by Soviet Russia, for which 
Germany as early as the days of Rapallo tried to become 
“sole agent ” for the whole world. In practice, however, the 
German concessionaires, commercial agents and technical 
experts met with much scepticism. 

It is well known, too, that German economic domination 
recently loomed over Latin America, with Mexico, Brazil, 
Chile and several small coffee-exporting countries particu- 
larly affected. German minorities played their assigned réle 
and the process of political disintegration was advancing. 
Indeed, Britain’s blockade, though causing substantial in- 
conveniences, nevertheless saved Latin America’s economic 
independence and political integrity. 

The slogan “ Beware of German Trade Habits” should 
be heeded by all those who are planning a better and more 
prosperous future for the world. The goal should be free 
and peaceful trade with Germany. But German commercial 
regeneration will have to be part of Germany’s entire 
regeneration, political, cultural and social. The idea that 
there are honest and well-intentioned German traders just 
waiting to step into the shoes of their Nazi or militarist 
usurpers is belied by history. 





Price Stop Policy in 
Europe 


(BY A CORRESPONDENT) 


PRICE stops after the German model have been intro- 
duced in tne occupied countries. The Germans discovered, 
however, that these countries lacked the centralised ad- 
ministration and organisation which made the German 
system reasonably successful in maintaining an arbitrary 
price level for consumption goods. Even in Germany, price 
fixing became a compu.ex attair under the conditions of a 
planned war economy. Yet effective industrial collaboration 
with the occupied countries needs some uniform price stop 
and costing system as a substitute for the relatively free 
market prices before the occupation. The occupied countries 
have accepted the price stop as well as price commissars, 
but the system has produced no visible results. 

It is interesting to note that, even in totalitarian Italy, 
where various attempts to introduce a blocco dei prezzi 
principle have been made since 1937, no adequate 
machinery has so far been developed. A host of ministries, 
committees, and corporations have been entrusted with the 
control of prices. But their efficiency varies, and some of 
them have yielded far too often, according to the Italian 
press, to the demands of agricultural and industrial pro- 
ducers for higher prices. As a result, most prices have 
risen considerably and permanently for a number of years. 

Early in July, 1941, the secretary of the Fascist party 
was entrusted, with the co-ordination of price control in 
the food-producing industries, and he intends to take the 
costing methods of every economic unit under his control ; 
similar measures have indeed been used for price control in 
Germany itself. It is doubtful, however, whether he has yet 
succeeded in building up a stable control ‘machinery ; the 
Tribuna newspaper complained, late in 1941, that maxi- 
mum food prices are often ignored by the individual shop- 
keepers, and La Vita Italiana mentioned that the price of 
a certain food varied by as much as 20 per cent, “ owing 
to the abuse and defiance of price control on the part of 
certain industrial producers, and also of certain retailers.” 
Furthermore, some important exemptions from the price 
stop principle have been granted quite recently ; the price 
of olive oil was increased by 50 per cent ; prices for tobacco 
and tobacco products by about 30 per cent; and prices 
of salt (for industrial and agricultural use) by between 
25 and 100 per cent. 

The price stop principle was introduced in France im- 
mediately after the outbreak of war, but the official cost-of- 
living index still rose by 40 per cent between September, 
1939, and September, 1941, and it is probable that the 
actual price increases have been even larger than indicated 
by the figures. A comparison between the official price 
reports on which the cost-of-living index is based and 
the available price data from Paris stores shows the latter 
prices to have risen more quickly in most cases. It is known, 
moreover, that the Paris price increases have been appreci- 
ably smaller than in the provinces. Wholesale prices have 
risen more steeply than retail prices ; for instance, textiles 
have more than doubled ; feeding stuffs have trebled ; and 
prices of copper, lead and scrap-iron have risen by about 50 
per cent. 


Price Rises in the Balkans 


The price structure of south-eastern Europe has been 
adversely affected by the various political ups and downs 
since 1939. Price indices are only available up to the sum- 
mer of 1941; at that time, compared with August, 1939, 
the price level had risen by the following percentages: 

(Per cent increases) 


Wholesale Prices Cost of Living 


Roumania....... a 136-5 90 -0 
a ae Ss ete 45 -2 29 -6 
CER. caccneb btwn o 41-5 31 -2 


The actual price increases are probably larger than these 
official calculations. As for other south-eastern countries, the 
increase in wholesale prices was Over 50 per cent, in the 
same period, in Slovakia; the Belgrade cost of food has 
risen, according to the Pester Lloyd, by 35 per cent, and 
that of clothing by 45 per cent; and in Greece, prices are 
also revorted to be continuously rising. 

Various measures to control prices have been taken in 
all south-eastern countries since 1929 or early in 1940. 
An “elastic” price stop was introduced in Hungary in 
1939; Rumania, after various experiments, decreed maxi- 
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mum prices and maximum profit margins in March I 
maximum prices, though only for certain goods wer ; 
decreed in Jugoslavia during 1940. But, as the Rum, tp 
Munister for Economic Aftairs has pointed out ta 
sometimes been necessary for the Governments td - 
price increases, since otherwise individual produce : 
have operated at a loss. 

In recent months, the Balkan administrations haye tak 
on Germany’s advice, more rigid measures of contro] - 
ticularly in Roumania, where the price increases habe ine 
most threatening so far. A price stop has also been a 
duced for numerous commodities in Bulgaria, while th 
Hungarian Government has decided to employ large n 
bers of detectives for the control of prices. Martial ten fe 
speculators and profiteers has been proclaimed in Seri 
and a new Croatian Minister of Trade has proclaimed - 
everything his predecessor has done to control prices hy 
been on much too small a scale. é 


TS Woukj 


Failure in Scandinavia 


The price regulations of the Scandinavian countries 
have also been a complete failure. A price stop order whig 
was issued in Finland in October, 1940, was so ineffective 
that a new general price stop had to be introduced jp 
November, 1941. The cost of living in the summer of 1941 
was more than 40 per cent above the 1938-39 level ; whole. 
sale prices of industrial raw materials had even doubled ip 
the same period. The upward movement continued at leas 
up to October, 1941, when, for instance, the prices of milk 
and butter were considerably increased. 

The Norwegian price level is perpetually rising, though 
a price stop order was introduced immediately after the 
German invasion. Up to July last the Oslo cost of food 
index had risen by 35 per cent above April, 1940, and 
by 50 per cent above August, 1939; fuel prices had risen 
by more than I00 per cent since the outbreak of war. 

A less rigid price control is in force in Sweden and 
Denmark, where a general price stop is regarded by the 
Governments concerned to be incompatible with a smooth 
industrial and agricultural production. Denmark uses a 
great variety of measures to control the price-level ; these 
include maximum prices, maximum profit margins, standard 
prices, and price control councils whose permission is neces- 
sary before a price increase is put into effect; the latter 
technique is also common in Sweden. Both countries have 
failed, however, to stabilise their commodity prices. During 
the first two years of the European war, the wholesale 
price indices rose by 86 per cent in Denmark and by §% 
per cent in Sweden; the respective rises in the cost of 
living were 50 per cent in Denmark and 30 per cent in 
Sweden ; these prices were spread fairly equally over the 
whole of the period, that is, before and after the German 
onslaught on Scandinavia. 


Shortages in Eire 


[FROM OUR DUBLIN CORRESPONDENT] 
January 19th 


THE Minister for Supplies has prepared for a widespread 
extension of rationing. Hitherto, official rationing has been 
confined mainly to petrol and other mineral oils, tea, suga, 
cocoa and coal ; but, in order to be in a position to apply 
any extra rationing that may be necessary, a special registe! 
of the population is being prepared, and ration books will 
be available for distribution at short notice. Unfortunately, 
it now appears that, contrary to earlier expectations, 
acute shortage of cereals may be experienced, and the 
rationing of flour and bread until after this year’s harvest 
is almost certain. The output of wheat was estimated a 
290,000 tons, but the actual amount available is only 
190,000 tons. As the total requirements of the count! 
amount to 370,000 tons and as 40,000 have already been 
imported, this means that 140,000 tons of wheat still have 
to be imported if normal consumption js to be maintaine 
This unforeseen large importation of wheat will comp.ctel} 
tax the capacity of Irish shipping until after the harvest, 
and imports of other commodities may be expected to be 
drastically reduced. The amount of oats and barley aval 
able are also less than the amounts estimated, and it Wi 
not be possible to offset the short supply of home-grows 
wheat by an admixture of other cerea’s. Malting has beet 
temporarily stopped pending an investigation into the W ” 
cereal situation. The principal causes of this disappointing 
situation are over-optimistic statistics of acreages an - 
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and the withholding by farmers of part of their crops. 
The Government has made a further strong appeal to 
farmers to render available whatever crops are in existence 
and to increase output in the present year. Farmers, how- 
ever, are agitating for a higher price for wheat than the 
present price of 45s. a barrel, which is officially considered 
quite remunerative. 

The fuel situation shows little sign of improvement. 
However, it is satisfactory that so much of the winter 
should have been surmounted without an acute shortage 
of the principal fuels. Imports of* coal have been greatly 
reduced, and there is no reasonable ground for expecting 
any increase in the near future. The limited quantity of 
coal already in stock is being preserved as an iron ration, and 
will not be released except in an emergency. Turf pro- 
duction has on the whole been satisfactory, and there is no 
shortage of turf in the country. Indeed, it is a curious 
thing that many people have not taken up their ration. 
Much of the turf that has been on sale has not been very 
dry or very good, but there is every reason to believe that 
the quality will improve in the light of the experience of 
the present season. A large amount of timber has also been 
rendered available, mainly from State forests. Luckily, it 
has been possible to postpone the rationing of gas in Dublin, 
which wou!'d have been. the cause of acute inconvenience 
to the whole population. The British Mines Department 
is supplying a regular quantity of coal to the Irish gas 
undertakings, which, though very small compared with pre- 
war supplies, is sufficient to ensure a continuous supply 
of gas for heating and cooking in the larger urban areas. 
The Government has addressed an appeal to the public for 
the utmost economy in the consumption of gas. 


Half-an-Ounce of Tea 


Other commodities which threaten to be in very short 
supply, owing to the extension of the war, are tea, paper, 
soap and candles. The tea ration has again been reduced, 
to half-an-ounce per person per week, but it is hoped that 
this amount may be increased soon. Large quantities of tea 
have been purchased in India and are on their way to 
Ireland through the United States, but with the prevailing 
conditions both in the Pacific and in the Atlantic the arrival 
of this tea is by no means certain. The paper situation is 
extremely serious. The most that can be expected this year 


is about one-fifth of the normal pre-war imports. The 


future supply of newsprint is by no means assured, and 
the quantity that can be produced by the Irish mills will 
only relieve the situation to a very minor degree. The 
outlook for the Irish newspapers is alarming, and some of 
the leading Dublin dailies have announced increases in 
their prices, which have been postponed pending official 
investigation. The possibility of importing the raw materials 
for candles and soap in the future must be regarded as 
remote, and the quantities of these articles available for 
distribution will continue to be extremely limited. 


New Puppet Government 
in the Protectorate 


[BY A CZECHOSLOVAK CORRESPONDENT] 
January 27th 
THE re-organisation of the puppet Government in the Pro- 
tectorate of Bohemia and Moravia, which was carried out 
on January tgth, abolishes one of the last traces of the 
so-called autonomy and degrades the Ministers to minor 
clerks of the German administration. 

The appointment of the German Nazi, Dr Walter 
Bertsch, as Minister of Labour and Economics puts the 
entire economy of the Protectorate under direct German 
control. He had already gained a reputation for plundering 
the occupied countries when he acted as collaborator to 
the Reich Minister of Economics, Funk. The Czech Quis- 
ling, Colonel Moravec, has also become a Minister, he is 
in charge of “ Popular Culture,” although few peop!e would 
call him either popular or cultured. The offices of Prime 
Minister, Public Works, Social We'fare, and Health have 
been abolished, and the former Prime Minister, Dr Krejci, 
is now chief of the Cabinet and Minister of Justice and 
Education. The Ministries of Industry, Commerce and 
Trade have been transformed into a Minis*ry of Agricul- 
ture and Forestry under M Hruby, while Dr Kamenicky 
has become Minister of Communications and Dr Kalsuf 
Minister of Finance. 

The official language at Cabinet meetings will in future 
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be German, and even the word “ Protectorate” has been 
replaced in othcial documents by “the former Czech Pro- 
vinces.” All these measures are intended to simpufy the 
administration under German control and to adapt it to 
the German model. The tact that a German takes part in 
the meetings will prevent any further attempts to evade 
German orders. The hope has also been expressed in 
Berlin that, after the reconstruction of the Government, 
the Protectorate will become Germany’s best armament 
workshop after the Rhineland. 


One of the reasons for the inadequacy of the former 
administration was, in the eyes of the Nazis, the complete 
failure of the collection of warm clothes and skis for the Ger- 
man troops fighting in Russia. The appeals for voluntary 
sacrifice addressed to the Czech public by Czech quislings 
had been of such little success that the German authorities 
had to threaten with the death penalty all those who sabotaged 
the collection. The Czechs distributed surreptitious:y their 
surplus clothing ameng poorer countrymen in order to be 
able to prove to the Germans that they had none to spare. 
In Prague there were 41 collecting centres, but special col- 
lecting commissions consisting of armed quislings and SS 
Troops had to visit households and even shops. The Czechs 
burnt their skis rather than deliver them to the Germans. 
They could not dispose of them in the country as the trans- 
port of skis on the railways or by other means was for- 
bidden. . 


Forced Labour for Children 


A single common authority has been substituted for 
the individual trade unions, which is under the leadership 
of another quisling in Vaclav Stoces. He had created a 
single editorial office which publishes thirteen of the former 
trade union papers, while another thirteen have been sup- 
pressed. Heydrich has ordered all Czech children to register 
at the German controlled labour exchanges as soon as they 
leave school. The German authorities will decide what work 
each child is to take up and will do so “according to the 
requirements of the labour market.” All youth clubs have 
now been incorporated inte the Hitler youth movement and 
have been told that they are expected to switch over to the 
German Janguage in the near future. 





“TWIXT TRENT 
AND TWEED’ 





of the North 


There are times when we need 
some guidance to focus the hap- 
penings of the world to our own 
daily lives. Why not look for that 
guidance in The Yorkshire Post ? 
Its fearless criticisms, its forthright 
and independent opinions and 
its responsible judgments have 
earned it the respect of all who 
read it regularly. 


The YORKSHIRE POST 


Ask to see it at your Club, 
Library or Newsagent 


; v Fs 
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Letter to the Editor 


The Rise of Brutality 
TO THE EDITOR OF THE ECONOMIST 

Sir,—In my previous letter I stated definitely that your 
correspondent’s article on Vansittartism was based on a 
series of definite falsehoods, and I invited him or you 
to substantiate them by anything I have said or written. 
You decline to do so, and you are wise, because you could 
not do so. 

What your footnote to my letter says is this: “If a man 
writes he must expect to be misrepresented, and we cannot 
agree that this attitude is unfair.” For my part, I cannot 
agree with this attitude. 

In the interest of clean controversy, I therefore repeat 
my challenge. If you will not meet it, the least that you 
can do is to withdraw the three flat untruths on which your 
anonymous correspondent based his article. 

I should add that I am not a reader of The Economist, 
and, therefore, could not be aware that all your articles are 
anonymous. If, however, that is your principle, I withdraw 
my suggestion that your correspondent should come into 
the open, but I maintain my legitimate request that he 
should define and substantiate it. 

Yours faithfully, 
VANSITTART. 

[There is no_ justification for Lord Vansittart’s 
indignation. Only two words were attributed to him in 
the article in The Economist. These two words were 
“butcher birds,” and it is to be presumed that Lord Van- 
sittart was not referring to them as “flat untruths.” For 
the rest, the article made certain statements about the effect 
of Lord Vansittart’s writings, and about an attitude of mind 
to which the name of Vansittartism was applied. The first 
point—the effect of Lord Vansittart’s writings—is one on 
which it must be said, with respect, that other people are 
perhaps better able to judge than Lord Vansittart himself. 
As for “ Vansittartism,” if Lord Vansittart wishes to be 
convinced (a) that there is a school of thought answering 
to the description of it in our correspondent’s article, and 
(b) that it takes its inspiration from his own writings, he 
need look no farther than the leading articles and correspond- 
ence of the Sunday newspaper in which his own signed con- 
tributions also appear. And if, when he has convinced himself, 
he would publicly and specifically disown the opinions 
which he now so indignantly repudiates, he would be add- 
ing to his great services to the country.—EpDIToR.] 


Books and 


Publications 


Shorter Notices 


‘* Butterworth’s Emergency Legislation Service.’’ King 
and Moore’s Excess Profits Tax Supplement. 
Butterworth and Co. (Publishers) Ltd. 5s. Original 
work together with cumulative pocket supplement, 
45s. Postage Is. 

The cumulative supplement to Butterworth’s Emergency 
Legislation Service is prepared in two parts. The first 
provides explanatory addenda relating to those parts of 
the original work which covered NDC and EPT legislation. 
The second part brings the work up to date by summarising 
the relevant. sections of the Finance Act, 1941, and subse- 
quent Excess Profits Tax Regulations. As in the original 
work, a preliminary note is followed by textual repro- 
duction of the relevant clauses of the legislation in question 
fully and critically annotated. The supplement completes 
a production which is unquestionably the most full, lucid 
and informative presentation of EPT legislation which 
has yet appeared. 


‘*Financial Post Survey of Mines, 1941-42.’ The 
Maclean Publishing Co. Ltd. 82.00. 

The sixteenth annual edition of the Financial Post 
Survey of Mines is now the most comprehensive review 
of Canadian mining activities on the market. It provides 
details of ore reserves, earnings, dividends, prices and 
directorships for the whole field of Canadian mining and 
furnishes indispensable information at a time when 
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Canadian mineral resources are being developed with in- 
creasing intensity in response to the demands of war 
output. 


The Financial Post Survey of Corporate Securities, 1941 
The Maclean Publishing Company of Great Britain 
9s. 


The 1941 edition provides an invaluable guide to 
Canadian securities, covering the capital, profit and divi- 
dend position of 1,500 companies in a wide investment 


field. 


Books Received 


This is Englend To-day. By Allan Nevins. (New York) 
Scribners. 164 pages. $1.25. 

Marketing Organization and Technique. Edited by J. McKee. 
(London) H. Milford. 121 pages. 11s. 6d. net. Paper 
cover. 

Mediterranean Cross-Currents. By M. Boveri. (London) H. 
Milford. 451 pages. New cheap edition. 7s. 6d. net. 


Minaret and Pipe-Line. By M. Boveri. (London) H. Milford. 
422 pages. New cheap edition. 7s. 6d, net. 


French Interests and Policies in the -Far East. By R. Levy, 
G. Lacam and A. Roth. (London) Allen and Unwin. 209 
pages. Ios. net. 

The Oxford War Atlas. The First Two Years, September, 
1939-September, 1941. By J. H. Stembridge. (London) 
H. Milford. 2s. 6d. net. 

Principles of Foreign Policy under the Cleveland Administra- 
tions. By G. R. Dulebohn. (Philadelphia) University 
Press. 102 pages. No price stated. 

A History of Ukraine. By M. Hrushevsky. (London) H. Milford. 
629 pages. 24s. net. 

Fiscal Policy and Business Cycles. A. H. Hansen. (London) 
Allen and Unwin. 462 pages. 18s. net. 

Exchange Control in Central Europe. By H. S. Ellis. (London) 
H. Milford. 413 pages. 22s. 6d. net. 

Banking Studies. By Members of the Staff Board of Governors 
of the Federal Reserve System (Washington, D.C.), Board 
of Governors of the Federal System. 496 pages. No price 
stated. 


Lord Liverpook and Liberal Toryism, 1820-1827. Bv W. R. 
Brock. (London) Cambridge University Press. 298 pages 
8s. 6d. net. 

Excess Profits Tax. By C. L. King and M. Moore. (London 
Butterworth. 403 pages. 45s. net, including supplements, 
postage extra. 

Argentina and the United States. By C. H. Haring. (Boston) 
World Peace Foundation. 75 pages. $0.50. 

Anglo-Dutch Commerce and Finance.in the Eighteenth Century. 
By C. Wilson. (London) Cambridge University Press. 
235 pages. 15s. net. 

Southern Industry and Regional Development. By H. L 
Herring. (London) H. Milford. 103 pages. 6s. net. 
The Beggar. By H. W. Gilmore. (London) H. Milford. 252 

pages. 1Ss. 6d. net. 

The Flight from the Flag: The Continuing Effect of the Civil 
War upon the American Carrying Trade. By G. W. Dal- 
zell. (London) H. Milford. 292 pages. 21s. 6d. net. 

The Rice Economy of Monsoon Asia. By V. D. Wickizer and 
M. K. Bennett. (Stanford, Cal.) Food Research Institute, 
Stanford University. 358 pages. $3.50. 

Business and Slavery. By P. S. Foner. (London) H. Milford. 
356 pages. 24s. net. 

Sixty Years of Indiar Affairs, 1789-1850. By G. D. Harmon. 
(London) H. Milford. 428 pages. 30s. net. 

Japan’s Kampf. By J. Deva. (London) Gollancz. 192 pages. 
6s. net. 

The United States: A Brief History. By Allan Nevins. (Lon- 
don) H. Milford. 144 pages. 3s. 6d. net. 

New Zealand Official Year-Book, 1941. (Wellington) Govern- 
ment Printer. 928 pages. 7s. 6d. net. 

The Land Settlement Association, Limited. Sixth Annual 
Report, 1940-41. (London, S.W.7) The Association, 43; 
Cromwell Road. 35 pages. 

The War: First Year. By E. McInnis. (London) H. Milford. 
312 pages. 7s. 6d. net. 

I Find Treason. By R. Rollins. (London) Harrap. 234 pages. 
ros. 6d. net. 

Provincial Debt Legislation in Relation to Rural Credit. By 
N. A. Abhyankar. (New Delhi) Federation of Indian 
Chambers of Commerce. 100 pages. No price stated. 

Britain’s “ New Order.” By T. W. Wyatt and D. Caradog 
Jones. (Birkenhead) John Woolman and Sons, Dacre 
Street. 31 pages. od. net. 
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THE ECONOMIST ISI 


German Europe 


{nsurance Survey 


CHEAP money has created difficulties for Germany’s insur- 
ance industry. Successive reductions in the interest rate 
have diminished the income of companies from investments, 
but premium tariffs in life assurance have remained almost 
unchanged. Since the beginning of the war, insurance com- 
panies have had scarcely any alternative but to invest 
their capital in Treasury Bonds and Reich Loans. Even 
a considerable increase in total investments did not prevent 
a fall in the investment income of the life companies, 
which was’ particularly marked in 1940. 

The average yield on investments of the leading company 
Allianz decreased from 6.2 per cent in 1932 to 4.98 per 
cent in 1936, 4.86 per cent in 1939 and 4.64 per cent in 
1940, when interest yields on investments amounted to 
roughly 25 per cent of the premium income. This explains 
why the Reich Control Board of the insurance industry 
gave permission for an increase in premiums for new 
contracts. From January I, 1942, the tariffs will be calculated 
on the basis of the altered interest position. At the same 
time, the companies will continue to reducathe distribution 
of bonuses to policy holders; there is no doubt that the 
cost of insurance will increase for the holders of old 
policies, although the tariff for old policies will not be 
increased. 

The following comprehensive figures of life assurance 
business were published a short time ago, showing a con- 
siderable increase during the war: 

LiFE ASSURANCE (OLD REICH) 
Number 
of Policies in 
Millions 


Value 
of Policies in 
Milliard Rm. 


Pr err ere ore ere 35 -98 29 -77 
acs eed a4 kee KO 38 -30 33 51 
aie hk ple eae aewe als 41 -86 36 -21 
1941 (lst quarter) ....... 40 -97 37 02 
1941 (2nd quarter)....... 42 -65 37 -80 


The total income from premiums in 1941 may be 
estimated at Rm.1,600 millions. Over the whole period, 
the number of policies increased by 18.6 per cent and the 
total value of policies by 26.6 per cent. Detailed figures 
show that the number of policies exceeding Rm.1,000 
declined, although the total value of all policies increased 
so considerably. The average value of policies below 
Rm.1,000 also showed an increase. There is hardly any 
doubt that the rationing of civilian consumption is at the 
root of this striking development; group insurance in 
factories, for example, was officially favoured for the purpose 
of mopping up purchasing power. The number of group 
insurance policies increased from 9.13 millions in 1938 to 
11.38 millions in the second quarter of 1941. 

During 1940, life companies invested Rm.1,300 millions 
in Treasury bonds and Reich Loans. In 1941, the annual 
investments may have reached at least Rm.1,500 millions. 
A detailed analysis of the leading companies shows that 
new investments in 1940 in securities, mainly Reich loans, 
exceeded the total increase in investments, which at first 
sight seems impossible. The explanation is that a con- 
siderable number of mortgages and loans on policies were 
paid back during the year, and the companies had no 
opportunity of investing capital in mortgages, because of 
the standstill in private building ; greater financial liquidity 
also reduced the demand for loans on policies. Under the 
pressure of the general policy of cheap money, the com- 
panies were forced to reduce interest on mortgages to the 
general rate of 44 per cent. 

The fire, accident and marine insurance companies were 
not able to maintain their activities at the pre-war level. 
All leading companies show reductions, but some were 
compensated by expanding into occupied and dependent 
countries. According to a survey published by the Essener 
National Zeitung, there are at present 30 German companies 
Operating in France, 40 in Belgium, 44 in Holland, § in 
Roumania, and 1o in Greece. German companies operating 
in Scandinavian countries number from 5 to 14. In the 
Balkan countries, particularly in Croatia, there is some 
competition between German and Italian companies. A 
Vienna company was able to secure the portfolios of two 
companies domiciled in Zagreb. The company Danubia, 
affiliated to the Vienna Mutual Insurance Society, acquired 


interests of Roumanian companies in the territories ceded 
to Hungary, and the same company opened. a branch in 
Bucharest. The most interesting fact is that Hamburg 
insurance companies are now entrenched in the Balkans, 
which is a result of the growing interest of Hamburg in 
Balkan trade as a substitute for lost overseas trade. 
Italian companies domiciled in Ttieste have been able to 
get permission to operate in Lower Styria, that is, the part 
of Jugoslavia incorporated in Germany. German companies 
situated in Cologne took over the business of French com- 
panies in Alsace-Lorraine and of Belgian companies in the 
Eupen-Malmedy district. 

In accordance with the general policy of increasing the 
capital of joint stock companies, facilitated by the limit on 
dividends, twelve insurance companies increased their 
capital of Rm.72.6 millions by Rm.45.28 millions, or 62 per 
cent ; the new capital was mainly supplied from reserves. 
The percentage of outstanding capital, a peculiar feature 
in Germany’s insurance business, was at the same time con- 
siderably reduced. It is explained that greater capital is 
necessary because of the expanded business in occupied 
and dependent countries. There were, however, no capital 
increases by life companies. 


* * * 


Iron Savings Extended.—Originally the “iron savings ” 
scheme (The Economist, November 29th, page 654) only 
applied to regular weekly wages and to Christmas bonuses. 
In future, holiday pay and any bonus or other additional 
pay may be saved under the scheme, in addition. Facilities 
have also been introduced which allow of a temporary sus- 
pension of commitments under the scheme in certain 
circumstances, for example, during a period of sickness. 
At an emergency, such as death, marriage, or the birth of 
a child, it will be possible to withdraw from-the “iron 
savings” account as much money as is needed for the 
extra expenses. A worker who saves under the scheme not 
only reduces the taxable amount of his wages, but also his 
contributions to social insurances—which means that his 
benefits from the insurances are also reduced ; and it is 
possible for the worker to elect to pay higher contributions 
in order to get the higher benefits. 


. 


Interchange of Workers.—The interchange on !oan of 
machine tools and factory space was practised very early in 
the war in Germany. Recently, even workers have been lent 
by one factory to another. The Minister of Labour, however, 
has forbidden the loan of workers as “ undesirable,” socially 
and financially ; it seems possible that the labour exchanges 
may have lost some of their control over the allocation of 
labour. Where an exchange of workers is necessary, it must 
be sanctioned by the labour exchange; and the workers 
must make a new contract. If a manager refuses. the 
exchange, the compulsory labour service law can be used 
for the transfer. 

* 


Crop Failure.—The Finnish harvest in 1941 was a com- 
plete failure. Weather conditions were unfavourable ; snow 
and frost began earlier than usual. Mobilisation reduced 
the number of horses and workers ; and a shortage of fuel 
oil for agricultural machinery is reported. The harvest ot 
bread grain amounted to 530,000 tons against 630,000 tons 
in 1940; the normal harvest before the war was about 
750,000 tons. In 1938, the oats harvest amounted to 830,000 
tons, and in 1941 to only 486,000 tons. The potato crop 
was also disappointing. 

* 


Roumanian Exports.—The Bucharest paper Bursa 
reports that total exports of cereals during the period 
January/October, 1941, amounted to 250,000 tons against 
1,078,000 tons during the corresponding period in 1940. 
There was no export of wheat. Exports of maize fell from 
§52,000 tons in 1940 to 118,000 in 1941. There was, however, 
a slight increase in exports of pulse, oilcake, and bran. 
Exports of cereals to Germany Fell from 610,900 tons to 
181,200. Italy received 16,600 tons against 164,700 tons in 
1940; Bohemia-Moravia 3,500 tons against 23,200 tons ; 
and Switzerland 22,500 tons against 23,200 during the first 
nine months in 1940. 
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THE BUSINESS WORLD 


The Banking Position—I 


The Growth of Liquidity 


HE feature which, above all others, distinguishes the 

trend of British banking figures during 1941 is the 
persistently increasing liquidity of the position they reveal. 
The ratio of the clearing banks’ “ quick assets” (i.e., cash, 
short loans, bills and Treasury deposits), to net deposits 
(i.e., total deposits less items in transit and cheques in 
course of collection), rose cver the year from 39.9 to 45.3 
per cent. It was in the early months of 1939, the period 
of the Treasury bill famine which accompanied the abnor- 
mal losses of gold by the Exchange Equalisation Account, 
that this ratio sank below the arbitrary but traditionally 
significant safety line of 30 per cent. The recovery to over 
45 per cent (and the trend is still steeply upward) may, 
in its first phase, have been a highly welcome phenomenon 
to the banks ; but from some points of view the pendulum 
is now swinging too far in the other direction. It is, how- 
ever, well-nigh inevitable that this tendency towards exces- 
sive liquidity should occur in a pericd of expanding credit, 
contracting civilian industry and growing intrus‘on of direct 
Government finance into war industries and commodity 
markets. In these conditions, bank advances inevitably con- 
tract—as they have done during the past year—and the 
banks will be left to utilise the resources liberated by these 
repayments as well as those brought into existence by credit 
expansion in one form.or other of Government paper. 

This, however, would not of itself make for excessive 
liquidity, since the banks could, in theory, have converted 
into longer-term Government securities a larger proportion 
of the funds made available to the Government in the first 
place by way of six-months Treasury deposits. As wi'l be 
seen by comparing the aggregate clearing bank balance sheet 
figures for the end of 1940 and 1941, loans and advances 
fell by £99,000,000 last year. The whole of the resources 
thus liberated may be said to have gone into investments, 
which during the year rose by £227,000,000. Over the same 
period Treasury deposits increased by £444,000,000. To 
some extent this was merely in replacement of Treasury 
bills and money market assets, the bill portfolio and short 
loans having fallen by £112,000,000 over the year. But the 
banks could huve maintained a liquidity ratio well above 
the traditional minimum and yet have exercised to a greater 
extent their right to convert Treasury deposits into one 
or other of the longer-term tap issues of the Government. 
Lord Wardington explained that, in the case of Lloyds 
Bank, the obvious temptation to do so had been resisted 
in recogaition of the capital risks inevitably iavolved in 
unduly expanding the holding of investments of more than 
short currency. Incidentally, Lord Wardington and Mr 
Edwin Fisher, at Barclays meeting, both confirmed the 
general impression that the increase in the banks’ invest- 
ments consisted in the main of the new Government issues 
and, in particular, of National War Bonds. Sir R. Noton 
Barclay at the District Bank went further and announced 
that his bank would be taking up further amounts of 
Government stock in the course of the Warships Weeks 
campaign which will soon be in full swing. 

Mr McKenna justified the exceptionally high figure to 
which the Midland Bank’s ratio of liquid assets had risen 
by another argument, namely, the need to maintain such 
abnormal liquidity in view of a prospective reduction in 
deposits in the post-war period, to whose problems he 
devoted part of his speech. Though in his view “there 
has been little inflation so far,” it is in the immediate post- 
war years that we must look (as after the last war) for the 
full flowering of the inflationary harvest which is now 
being sown. Hence his request that, while the essential 
force of private enterprise should be used to the full, there 
should be no hasty abandonment of the necessary financial 
controls, particularly of the capital market and of foreign 
exchange transactions. 

To these two explanations of the banks’ liquidity policy 





another and perhaps more decisive reason can be added. 
Any other course and, in particular, larger conversions of 
13 per cent Treasury deposits into 24 per cent National 
War Bonds would have met with official disapproval of 
effe -ctively deterrent character. As Mr McKenna pcinted 
out, “it is rightly no part of Government policy to help 
the banks make additional profits.” To have encouraged 
the banks to maintain no more than their normal ratio of 
liquid and low-earning assets in the face of the substantial 
expansion in bank credit which has been engineered by the 
authorities would, in fact, have been to step banking profits 
right up to their EPT standards. In fact, no charge of profit- 
eering against the banks can be sustained. The net profits 
of the clearing banks (other than Glyn Mills, Coutts and 
the National Bank), shown before deduction of income tax 
on dividends, totalled £13,345,000 for 1941, compared with 
£12,981,000 for 1940. The increase of 2.9 per cent compares 
with an cxpansion of 18.4 per cent in the average level of 
bank deposits in 1941, against the 1940 average figure. 
The redistribution of assets, in particular the trend to- 


COMBINED STATEMENT OF LONDON CLEARING BANK 


(In £ millions) 
| Dec. Ang. Sept. Oct Nov Dec 
1940 1941 1941 1941 1941 194) 
Capital and reserves ....; 140-2 140-2 140-2 140-2 | 140-2 140 
Acceptances, etc. ‘ 108 2 100-5 101-5 | 104°2 108 6 1]1:1 
Notes in circulation . 1-4 1-4 1-4 1:5 | 1-5 l 
Current, deposit and othe 
accounts 2,800-0 | 2,997-1 3114-5 3,175-5 | 3,208 -2 329-1 
Total liabilities 3,049 8 »3,239°2 | 3,357 -6 , 3,421-4 | 3,458 °5 | 3,582 
Cash . 524°4 316 +2 330-0 328 -2 331°7 365 °° 
Cheques, balances, and 
items in transit .. 134 107 -6 112-7 114:8; 119-3 162 
Money atcall .. 158 5 139°5 134-0 131 9 6 141: 
Discounts 264 9 265°9 315°] 269 9 245 7 171 +1 
Treasury deposit receipts 3135 468-5 531-0 595 5 651 0 758 
Investments i715 935 °2 939 3 985 9 998 7 998 6 
Loans and Advances 906 0 838-0 826 «2 825 °2 609-3 806 
Investments in affiliated 
banks 23°7 23°8 23 °8 3-8 23 °8 23 
Cover for icceptances, 
premises, etc. 152-5 144-5 145°5 148 -2 152 °5 154+ 
Total assets ... 3,049 -8 | 3,239-2 | 3,357-6 | 3,421°4 3,458 °-5 | 3,582 


wards increasiag liquidity and the reduction in advances, 
the most remunerative type of asset, largely explains the 
discrepancy between the rise in the banks’ total resources 
and the expansion in their earnings. For the eight clearing 
banks in question, the gross earnings for 1941 (assuming 
a return of I per cent on bills and short loans, of 14 per 
cent on Treasury deposits, of 2} per cent on new invest- 
ments and of 4 per cent on the repaid loars and advances), 
should have been some £5,000,000 or 9 per cent higher 
than those for 1940. Higher costs have al! but absorbed the 
whole of these additional gross earnings. But even so, super- 
ficial evidence might be thought to suggest that the banks’ 
net earnings for last year must have been in general ver} 
close to, and in some cases above, the EPT standards 
indicated by disclosed profits in the base years, The supet- 
ficial evidence of published bank profits can, however, be 
very deceptive. It can be stated that the banks have nol 
been called upon to pay EPT in respect of 1941. The 
Geduction to be drawn from this is that the understatement 
of published profits in the standard period 1935-37 must 
have been greater than in respect of the past year. This 
would further absolve the banks from the charge of profit- 
eering out of the peculiar circumstances created by the wat. 
Two bank chairmen, Mr Rupert Beckett at the Westminster 
Bank meeting snd Mr Colin Campbell at the National 
Provincial Bank meeting, went out of their way to exhort 
depositors to take up more Government loans, including 
-the new Tax Reserve Certificates, an exhortation which, 
if followed, must have the effect ‘of curtailing the banks’ 
resources and earnings potential. 
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The banks composite balance sheet at the end of 1941 
has come to present a picture in which Government paper 
jg now the overpoweringly dominant teature. ‘That domin- 
ance will ussuredly grow as long as the war lasts. Invest- 
ments had, by the end of 1941, come to employ 30 per 
cent of the resources deposited with the banks. Anotner 
24.2 per cent was represented by Treasury deposits, while 
pills and short loans (representing Treasury bills directly 
or through collateral to the virtual exclusion of all other 
paper) provided another 9.3 per cent between them. This 
sum total of 63.5 per cent compares with a corresponding 
figure of 45 per cent at the outbreak of the war. This dis- 
tortion in the normal structure of banking assets has far 


from reached its peak. Advances have been falling steadily. 
Ousted by investments trom the first place in the ranking 
of banking assets, they seem destined within a few months 
to yield second place to Treasury deposits, At the end cf 
the year these deposits were within £49,000,000 of the 
total of advances and were gaining fast on them. These 
changes in the composition of bank assets provide some 
measure of the revolution which has occurred in the 
course of translating the banks’ functions from a relatively 
free peacetime economy to the effectively controlled war 
economy of to-day. It is a revolution which raises many 
points and questions about the future of banking in thi 
country. These will be discussed in a second article. 


London Property Companies 


HE stocks of the London property companies were, in 

time of peace, a favourite medium of the more con- 
servative type of investor. The term “ property company ”’ 
covers almost as many different types of enterprise as its 
first cousin, the “ finance company,” and in the 1920’s and 
*30’s the list of quoted stocks was considerably augmented 
by the creation of numerous property-owning offshoots of 
large-scale enterprises in trades like printing, retail. dis- 
tribution, etc. The type of concern, however, which comes 
to the mind of the average investor when the term is 
mentioned, specialises in the ownership and management 
of residential, office and shop property, let out usually on 
short or medium, rather than long, leases, and fairly sharply 
locatised in One or more districts in Greater London. The 
capital of the best known of these companies generally runs 
into several millions, and it is usual to find that the Articles 
of Association give the directors power to borrow at least 
up to the amount of the issued share capital, and sometimes 
up to three or four times that total. Thus, normally, the 
capital structure includes a substantial total of debentures, 
amp:y secured in the case of these concerns on well- 
managed properties, a moderate total in one or more 
higher yielding preference issues, and, finally, a block. of 
ordinary shares large encugh to have a relatively free 
market and sound enough to rank in peacetime among low- 
yielding equities. Some of the companies are mid-Victorian 
registrations, others amalgamations of concerns with a 
considerable history and not a few are of quite recent 
creation. They form, as a whole, a distinct group of sub- 
stantial, well-managed and, normally, prosperous concerns, 
whose interests may inciude everything from a worker’s 
dwelling to the most expensive type of West End luxury 
flat, and they have tended to expand in numbers and indi- 
vidual stature with the growth of the Metropolis, particu- 
larly during the last twenty years. 

The war, inevitably, has presented these companies with 
umique and formidable financial problems. Even if not a 
single bomb had fallen on London, their revenue would 
have suffered through the general desire of tenants—par- 
ticular:y those whose position invested them with a certain 
freedom of choice—to vacate a densely populated area. 
Air warfare, when it came, resulted in the physical destruc- 
ton or impairment of some properties—though not, as a 
tule, on a scale sufficient to reduce earning power really 
disastrously. Both these difficulties were foreseen, and in 
most cases those concerned would admit that their effect, 
up to now, has been, if anything, rather less than might 
have been feared. The worst blow has come from an un- 
expected quarter ; for the companies, with their diminished 
revenue, have been made liable for the payment of rela- 
tvely heavy contributions, for at least five years, under the 
War Damage Act, while they have been denied relief from 
their debenture and mortgage obligations. The impact of 
all this has fallen, of course, primarily on erdinary share- 
holders, who, in effect, are bearing, in addition to their 
Own wartime losses of income, the special burden of main- 
taming the post-war integrity of the debenture-holders’ 
security, 

_ The result, in terms of reduced profits and dividends, 
18 shown below, for a representative list of London property 
companies. Total receipts of five of these, reporting to 
various dates in 1941 (excluding Artizans and General 
Dwellings, whose 1041 report is not yet available), were 
£1,565,009 in 1939, £1,447,000 in 1940 and £1,053,000 in 
1941. The first of these years was, in every case. clear of 
¢ war ; the second was, broadly, half war and half peace ; 
and the third was a war year, which included the greater 


EARNINGS AND DIVIDENDS 


Earned j 





Total | after ) { /o 
Company oa ots Den Earned | Paid 
fand Balance Sheet Date) <eceipts Aa ss on | on 
| ee a Ord 
(£000) (£000) 

19 423 165 9-9 
Artizans & General Dwellings (Dec. 31). 19359} 426 | 151 9°6 6 
(1940; 418 | 127 9°5 6 
1939| 170 “4/6! 4 
Assoc. London Props. (June 24 1940} 166 | 14 Nil Nil 
(1941 143 | 12+; Nil | Nil 
1939} 379 222 | 42 1 4 
City of Loi ' 1P \pril 12 1940} 354 | 247 4-1 + 
(1941| 260 148 2°8 Nil 

| 

(1939] 217 51 9-0 } 

City & West End Props. (Mar. 25) 194 211 41 71 

(1941 173 29 +-6 
1939 | 627 355* 12-8 il 
don County Freehold (Mar. 31 1940} 583 294* i2°3 8 
1941 377 96* 5-5 Nil 
1939] 172 65 7:3 1 
Metropolitan Housing (Mar. 31) 1940 133 30 2-1 Nil 
(1941 95 3 Nil Nil 


* After charging £14,000 NDC., reserve in 1939, £10,000 in 1940, and £3,000 


in 194i. 
+ Earned rates before charging transfers to Repairs and Maintenance Reserve 


were equivalent to 14 , in 1939, 13°3% in 1940, and 6-3 n 1941 


part of the period of heavy enemy bombing. As the ratio 
between the three totais was 100:92.5:67.3 it is clear that, 
broadly speaking, gross earnings were only slightly reduced 
in the “quiet” months following the war’s outbreak, but 
fell to about two-thirds of the immediate pre-war level in 
the “blitz” period. The effect on earnings available after 
paying debenture interest,. however, was more serious, 
owing to the existence of a fairly heavy corpus of fixed 
interest obligations. ‘The totals for the five companies were 
£777,000 in 1939, £626,000 in 1940 and £288,000 in 1941, 
or 100:80.6:37.1. Thus, for the latest year, earnings avail- 
able for all shareholders, preference and ordinary, were only 
about one-third of those for the pre-war year. It is hard'y 
surprising, therefore, that all the companies shown in the 
table have reduced their ordinary dividends since the war, 
and that four out of the six passed them altogether last year. 
Actually, one company has ceased to pay its preference 
dividends, and another has made no preference declaration 
since September, 1940. 

In these conditions, the question of capital “ gearing ” 
has obvious importance for shareholders. In fact, the pro- 
portions of debenture, preference andi ordinary capital to 
the total vary widely between different companies, as the 
next table reveals. 


CAPITAL STRUCTURE 


Earnings 














Per Cent Cover 
of for 

Capital Outstanding rotal Capital Deb. & Pt 

: (at par), 1941) 

ne represented by (No. of Tir 

Covered 

| Deb } Pre Ord. | Deb. |Pref.| Ord. | Deb. 
f f | f | 

Artizans & Gen Nil 1,180,570 | 1,758,660 a 4( 60 dee 
Assoc. London! 980,345 600,000 400.775 50 30 20 13 | 0-9 
Citv of London] 1,750,000} 935,960} 8,000,000 16 9, 75 | 4:3 2:1 
City & W. End] 284,900} 292,500} 530,250) 26 26] 48 | 2-5 1-3 
London County] 4,785,007| 521,000} 2,479.000} 61 | 7 33 i 1-5 1-3 
Met. Housing .| 1,209,409; 437,500] 812,590; 49 | 18 33 2:0 | 1°5 


+ By “ cumulative ” calculation. 
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It will be seen that, while Artizans & General has no deben- 
ture capital, London County Freehold has as much as 61 
per cent (at par value) in debenture form and in two other 
instances the proportion is around 50 per cent. On the 
other hand, two companies—Artizans & General and City 
of London—have their capital predominantly in equity 
form, while in two other cases the proportion of equity 
capital is as low as one-third and, in one case, as low as 
one-fifth of the total (including debenture stock). For 
investors, this factor is at least as important as that of the 
geographical situation of properties in relation to the 
potential intensity of enemy attack. As the last two columns 
of the table show, the “ cover” for debenture interest—and 
still more for preference dividends—in the latest year, varied 
considerably between the different companies. And, as the 
ordinary earnings and dividend figures set out in the first 
table suggest, the equity shares of the highest geared com- 
panies are most vulnerable to the depressing effects of war- 
time. 

The prices and current yields of the issued stocks of the 
companies ere given in a final table. 


Stock EXCHANGE PRICES AND YIELDS 
Price Range, 
| 1935-38 ae 
Company j Stock : “4 


i Highest | Lowest 


(| 443% Non-Cum. Pref. Stk., 1879) 114} 1034 80 6 
Artizans & Gen. ; | ditto 1884 114} 102 793 7 
(| Ordinary Stk. 164 127 974 2 
| 5% Deb. Stk. l 97 51 9-8 
(| 5% “B” Deb. Stk. 10 96 0} 9-9 
4%, Deb. Stk. = 100; 94 40 10-0 
Assoc. London. 6°% Cum. Pref. Stk. (¢1) 23/3 1s 7/1A Nil 
|| Ov 2nd Cum. Pref. Stk. ({1 22/9 13 4/9 | Nil 
| Ordinary Stk. (£1 20/1 ll 5/44 Nil 
(| 33% Deb. Stk. 1054 95} 76} 4-9 
|| 34% Deb. Stk. 9} 87 17} 4-5 
City of London { | 3° Deb. Stk 85 7¢ 68 4-4 
| 4% (tax free) Cum. Pref. (/1) 27/6 25/€ 23/- 5 °s 
\| Ord. Stk. (£1) ” 19/6 12/9 7/9 Nil 
(| 4% Deb. Stk. ...... 102 | 97% 80 5 
City & W. End - | 54% Cum. Pref. Stk. (£1).. 25 20 13/9 7 + 
P {| Ord. Stk. (£1) Deut 38/9 22/- | 8/9 9-1 
| 
14% Deb. Stk 108 95 814 4-9 
' | 39% Deb. Stk. 103} 94 78} 4-8 
London County 4 | 540? Cum. Pref. Stk. (£1) .....| 28/9 | 20 17/6 | 6-3 
\| Ord. Stk. (10/-) ...-| 24/6 | 14/6 | 8/6 Nil 
(| 54% Deb. Stk. ‘ ‘ 112} | 1014 83 6 +t 
Met. H o 1) 4% Deb. Stk - 1014 994 81? 4-9 
met. EOUSINE - - 117% Cum. Pref. Stk. (£1) 33/3 | 28/4 | 10/6 ; 
{ Ord. Stk. (£1) 35/9 18/6 6/6 Nil 
+ Free of Tax. t Only half-year’s dividend paid to Sept., 1940. 


“Income risk” considerations have clearly depressed 
the value even of the debenture stocks of the large property 
companies. Although the trend of general interest rates 
has been downwards since the war, there is no single deben- 
ture stock in the table which, to-day, is not standing con- 
siderably below the lowest market pric> of 1935-8, and the 
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fall from the highest figure of those years is anyp: 
from 20 to §0 points. In view of the wide differences jp 
the extent to which the earnings of individual Companie 
could fall further, without “ uncovering” any part of the 
annual debenture service, a policy of selectivity op the 
part of investors is evidently called for. F 

Broadly, however, those who take a relatively favourabj. 
personal view of the risk of large-scale renewal of enem, 
bombing will probably conclude that property company 
debentures, as a long term holding, can be acquired a good 
deal more cheaply during the war than they are likely tg 
be when peace returns. For the specialist in Wartime 
securities with a stifong peace-time “ recovery appeal” 
however, the ordinary stocks hold cut somewhat intrigy; 
possibilities. They are purchasable, to-day, at somethj 
between one-quarter and one-half of their par value, Their 
prospects of receiving a dividend so long as the war lasts 
in cases where payments have already been suspended seem 
frankly, negligible. But their rehabilitation when the wx 
is over is exceedingly probable, having regard to th 
strength of the demand for property which will arise imme. 
diately on the cessation of hostilities—provided the com. 
panies can keep their finances reasonably liquid in the 
meantime. 

The proviso is particularly important, because jt js 
unlikely that the bottom of the fall in revenue has yet beep 
seen. The interruption of enemy air activity has brought an 
increased enquiry for lettings of available property of the 
smaller and medium types. There have, as yet, however, 
been few signs of a tendency on the part of the mor 
wealthy class of tenant to return to the Metropolis from 
which he departed many months ago, The companies, 
moreover, ere going more than halfway to meet the con- 
temporary demand for short tenancies, in order to keep their 
hands as free as possible if property values change at all 
violently with the first return of peace. 

On the other hand, the immediate cash position js 
being helped by the Government Order which stringengly 
limits the amount of decoration and repairs which can bk 
carried out. A good deal of internal decoration is effected 
normally, by landlords primarily to meet the aesthetic 
wishes of tenants—particularly incoming tenants. Much of 
this is, in effect, a species of “sales expense,” and, if it is 
omitted during the war, it may never have to be incurred at 
all. Current receipts are also helped by incidents like the 
falling in of leases with a “ dilapidations ” clause. But the 
need of the companies to conserve their liquid resources 
must nevertheless remain pressing, quite apart from their 
obligations under the War Damage Act—that two-handed 
engine at the door which, unfortunately, does not stand 
ready to smite once and smite no more, but is scheduled to 
make contact in each of the next four years. Thus, the ordi- 
nary stocks of London property companies, with a few ex- 
ceptions, have a definite lock-up character, while the war 
lasts. Their prospects during and after the post-war recon- 
struction period, however, stand out clearly. 


Finance and Banking 


Official Assistance for the Market 


The money market has again had to endure a difficult 
week. Until Wednesday the banks found themselves short 
of cash owing, in the main, to a continuation of heavy tax 
payments. As some of the clearing banks were making up 
this week, they almost suspended their purchases of bills 
from the market. The market, for its part, had a moderate 
amount of bills to take up. Last week’s tender was for the 
reduced total of £65,000,000 of Treasury bills, and even 
this was under-allotted to the extent of £5,000,000. The 
syndicate only obtained a 17 per cent allotment, but even 
this task necessitated some official assistance, which was 
provided by purchases of February and March bills. Some 
indication of the magnitude of these operations may be 
provided by the Bank return, which shows an increase of 
£14.710,000 in Government securities. By Wednesday even- 
ing the cash pdsition had been considerably eased, and the 
total of bankers’ deposits appears in the latest return at 
£145,450,000, an increase of £19,379,000 on the week, and 
a figure which certainly does not tally with the market’s 
experience of short loan conditions in the earlier part of 
the week. By Thursday the credit position had eased con- 
siderably. 





Conversion of Treasury Deposits 


Some information about Treasury deposits and the 
other forms of Government short-term borrowing was given 
by the Chancellor of the Exchequer in reply to questions 
in the House of Commons this week. He pointed out that 
since July 1, 1940, when the system of Treasury deposit 
receipts was initiated, approximately £269,000,000 of suca 
deposits had been repaid prior to maturity to enable the 
banks to subscribe for National War Bonds and Savings 
Bonds on their own account and on behalf of customers. 
The clearing banks’ investments have gver this period rise 
by some £362,000,000, and it would seem that a considerable 
proportion of these subscriptions to new Government loans 
was effected by the conversion of Treasury deposits. Sit 
Kingsley Wood added that the amount required from the 
banks by way of Treasury deposits and from the market 
by way of Treasury bills was fixed by the Treasury 
consultation with the Bank of England. Day-to-day fluctua- 
tions in the Exchequer balances are, Sir Kingsley Wood 
explained, “ironed out” by means of Bank of Englan 
Ways and Means advances. In present conditions, he sa 
these advances “are in substance automatic” suggesting 
that their extension is a far more normal occurrence than 
it was in pre-war days. 
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panks and the Press 

British banks have been notoriously shy of publicity— 

because they have had anything fearsome to hide, but 
rather by reason of their obsession with the fear of infringing 
that sternest Of banking rules: the secrecy of their customers’ 
pysiness. With the integration of the banks in comparatively 
jew powerful units liable to receive the shafts of political 
criticism, this protective barrier of silence and unapproach- 
ability has had to be broken down. But behind it there has 
100 often remained an inarticulateness which has given un- 
deserved impunity to the most irresponsible criticism of the 
hanks, and which has left unsatisfied reasonable public 
curiosity about their activities. Fortunately, all this is chang- 
ing—albeit slowly. The banks are learning the gentle art of 
public relations. Last year the Bank of England startled 
the City by establishing a special department for the collec- 
jon and dissemination of information, an innovation which 
has already given the Press Hmple cause for satisfaction, 
This week comes the news that five of the clearing banks 
have established a Banking Information Service which will’ 
be directed by Mr Arthur Barber, until recently a director 
of the firm of Glyn Mills and Company. The move is in the 
right direction, and the Press can but wish it well. 


* * * 


Danish-German Exchange Rate 


An exchange movement adverse to the Reichsmark had 
pen unheard of and undreamt of in German-occupied 
Europe until news came from Denmark at the end of last 
week that the Danish currency had been appreciated by 
§ per cent in terms of Reichsmarks. The whole of the trade 
between Denmark and Germany is centralised through a 
dearing account, and the alteration in the rate at which 
this account is operated provides an indication of its hope- 
lessly unbalanced condition. The position of German- 
Danish trade is described with telling objectivity in the 
last report of the Bank for International Settlements. 
“Danish exporters,” it is stated, “are paid directly through 
the clearing and the foreign claims taken over by the 
National Bank. A large surplus of exports of agricultural 
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products to Germany has led to a piling-up of clearing 
claims against which imports have not been made, In 
March, 1941, there were net foreign exchange and clearing 
assets of 513 million kroner against all countries, compared 
with a net debt of 36 million a year before. The item 
‘Sundry debtors,’ which includes the claims on the 
Reichskreditkassen for Kassenscheine redeemed by the 
National Bank and also the financing of occupation costs, 
has grown in a similar measure. Together the two items 
have risen by over 1,000 million kroner during the year to 
March, 1941.” The BIS report only takes the story up to 
March 31st last. By September last Germany’s clearing debt 
to Denmark had risen to 704 million kroner and the 
“Sundry debtors ” to over 800 million kroner. By now the 
combined debt owing on these two counts alone by 
Germany to Denmark must be running in the neighbour- 
hood of 2,000 million kroner. In the face of this staggering 
progression, with its measurement of the extent to which 
Danish economy is being bled by the occupying power, 
the decision of the Danish authorities to move the clearing 
rate in their favour by 8 per cent is a meek enough gesture. 
It is none the less significant as the first indication of revolt 
in occupied Europe against the economic domination of 
Germany, of which the over-valuation of the Reichsmark 
has been one of the most effective weapons. 


* x * 


South African Gold Sales 


Insufficiently detailed reports of Mr Hofmeyr’s 1941 
Budget speech, in which he announced the terms of the 
new agreement for the purchase of South African gold by 
Great Britain, have caused a generally erroneous impression 
of this agreement to prevail here. It was by this agreement 
that the Bank of England, acting on behalf of the Treasury, 
undertook to pay 168s. per fine ounce for South African 
gold delivered in South Africa, the producers being given 
the full market price less realisation charges. The impres- 
sion conveyed by Mr Hofmeyr’s remarks at the time was 
that the whole of the South African gold output was covered 
by this agreement. When, therefore, it was seen that the 
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Reserve Bank of South Africa was increasing its gold hold- 
ing, it was assumed that the Union was utilising its creditor 
baiance of payments with the United Kingdom, after allow- 
ing for capital items, to repurchase its gold from the 
Bank of England. This, it now appears, is not the case. The 
monopolistic position enjoyed by the Bank of England as 
buyer of South African gold applies only to the gold 
exported from the Union. The Union authorities, in other 
words, have first pick. The distinction is of some importance 
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in practice, since it is quite conceivable that South Af: 
gold once sold to this country might not be available for re 
sale to the Union. In fact, the vast bulk of the gold . 
duced in South Africa has been sold to the British autho. 
rities, as may be seen from the fact that whereas South 
African gold output from the beginning of the war to the 
end of 1941 amounted to £260,000,000, the Re 
Bank’s holding over that period has risen by £28, 000,09 
only. 





Investment 


No Change in ** Tap’’ Loans 


The markets during the past week have presented a pic- 
tuce of reasonable activity unaccompanied by any consider- 
able change in most prices, except in a few instances where 
company results, such as those of Woolworth, have drawn 
attention to the changed position of a given section of in- 
dustry. It is possible to argue that the increased successes 
in Russia have almost balanced the ill news from the Pacific 
and Libya and that there is really very little to “ go for.” 
Incidentally, the maintaining of the volume of business is 
very strong evidence that the call for sweeping changes in 
the Government is restricted to political circles, and that the 
public at large neither supports it nor believes in the success 
of the agitators. There are few things so liable to para‘yse 
investment business as a political upheaval. One section of 
securities which has suffered heavily during the past few 
days, and that as much from the clamour of politicians as 
from the actual developments on the ground, is Australasian 
stocks, most of which are now hard on their minima. This 
fact alone will tend to divert investment into the remaining 
securities of trustee status, and the Canada vesting will also 
cause a further demand, which will fall mainly in that sec- 
tion. Further, the statement of the Chancellor that there 
is to be no change in the terms of the “tap” issues in the 
immediate future may mean a slackening in the demand 
for this type of security and a transfer of buying power to 
the market. On the whole, it is probable that events will 
combine to bring about a further slight advance in fixed 
interest securities as against equities, and this movement 
may be slightly accentuated by the stress which the Prime 
Minister, and other official spokesmen, have laid on the 
troubles to come and the resultant strengthening of the 
view that the duration of the war must be more considerable 
than was commonly thought probable by the public. 


* * * 


Payments to Canada 


-Simultaneous!y with the announcement of the Cana- 
dian decision to deal with the bulk of this country’s debts 
to Canada, either by a loan, free of interest for the period of 
the war, from that country, or by an outright g-ft of mate-ia’s, 
there is announced the decision of the Treasury to take over 
two other blocks of Canadian securities held in this country, 
whose value is, according to a Canadian estimate, some 
£65,000,000. Under a new Restrictions and Returns Order, 
holders of Dominioh of Canada 2} per cent stock, 1947, 
and of twenty-one stocks of railways in the Canadian 
National system are required to register their holdings 
forthwith. These stocks are all sterling securities. They, 
together with a long list of dollar stocks of the Dominion 
Government and of railways and half-a-dozen sterling bonds 
already registered, are to be vested in the Treasury at prices 
based on those of Monday last with the addition of some 
eight weeks’ interest to March 23rd, which is the first date of 
payment. The usual arrangements are made for lodging 
stocks either at the Bank of England, or, for stocks already 
registered, in Montreal, and for making payment, at the 
option of the holder, in the Government issues now on 
tap. It is evident that the stocks to be taken over make 
a considerable contribution towards meeting the huge pay- 
ments due to Canada on a strict accounting basis and 
the proceeds will reduce the interest-free loan. It is also 
the case that there remain other stocks of considerable 
value which have not been taken over. In fact, the 
Dominion Government has on!y taken stocks for which it is 
itself responsible, and holders of other securities wil] natur- 
ally ask themselves whether it will not be their turn next. Evi- 
dently, the operation of acquiring stocks, which would pre- 
sumably have to be realised instead of cancelled, is more 


complicated, but, in view of the size of the loans whig 
Canada is likely to have to fhake, it is not impossible thy 
these remaining shares, which are much more widely 
held in this country, may in fact be taken over. Meap. 
while, the new vesting order may be expected to strengthen 
the demand for stocks of trustee, or near trustee stan; 
on this side. 
. * * 


Insurance Share Index 


The accompanying table shows the position of Th 
Economist index of insurance shares at December 31, 1941, 
with comparative figures at six-monthly intervals since the 
end of 1939. The calculations are based on the investment 
of £1,000 in each of twenty-four representative securities 
in 1913. Whereas up to June, 1941, insurance share 
displayed a measure of recovery from the low prices of 
1940 below the general run of industrial concerns, in the 





Company Dec. 31, June 30, | Dec. 31, June 30, | Dec. 31, 

1939 1940 | 1940 | 1941 | 1941 

Alliance ...... - : 1,596 1,260 | 1,512 1,554 | 1,848 
Atlas pbabsttaseesscecl Re | See) oe 2,667 | 3,016 
Catetonten .......<ceccars..0) S000 | BIB | S871 | Sa 3,963 
Commercial Union ... ..| 3,047 | 2,177 2,993 | 2,939 | 3.320 
Employers’ Liability . 2,432 | 1,892 | 2297 2,252 2,486 
Equity & Law.... ; 5,300 | 1,155 | 1,155 | 784 1,155 
General Accident 10,000 6,667 | 8,667 | 8,833 | 11,00 
Gresham Fire ; | 3,333 2,381 | 2,381 2,381 2,857 
Guardian Tree 2,692 2,128 2,487 | 2,500 2,91 
Legal & General ..--| 7,650 | 4,918 5.874 | 6421 | 7,213 
Life Assn. of Scotland 2,401 | 2,259 1,664 1,426 | 1,640 
Londou & Lancashire coset Oe | 68888 3,539 3,615 4,000 
London Assurance +o) ee 1,795 | 2,183 2,426 | 2,620 
North British & Mercantile 4,968 3,822 | 4,204 4,140 | 4777 
Northern ....... ; - | 1,731 {| 1,313 | 1,522 1,493 1,731 
eS ea re iacccnsl. ae | 2 1 ois 1,421 | 1,624 
Prudential 7 ES 2,158 1,679 | 1,918 1,798 | 2,182 
Royal Exchange............| 3,697 2,588 | 3,573 | 3,573 | 4,128 
Royal seins | 2,538 1,979 | 2,624 2,538 | 2,839 
Scottish Life ‘ 3,483 2,584 | 2,360 2.247 | 2,458 
Scottish Union & National | 3,697 2,366 | 2,588 2,366 | 2,625 
Sun Fire... - | 2,488 1,822 | 2,311 2,311 2,604 
Sun Lite baaaanews 2,619 1,814 2,217 | 2,217 2,519 
Yorkshire..... : | 2,989 2,164 2,474 | 2,525 3,041 
2,818 2,826 | 3,144 


Average ...... 3,376 2,397 


last half of the year the reverse applies. The index shows 
an appreciation between June 30, 1941, and December 31, 
1941, of some II per cent, or nearly twice the average for 
variable dividend securities. This appreciation is commot 
to all the component shares of the index, and seems © 
indicate a restoration of insurance shares to popular favout. 


* * * 


An Equitable Scheme 


The submission of a fresh scheme for meeting arrears 
of preference and preferred ordinary dividends by the Fine 
Cotton Spinners and Doublers’ Association is interesting 
from more than one point of view. It suggests that, despite 
the difficulties of wartime production, the hoard sees 4 
reasonable prospect of fairly stable earnings, and it demon- 
strates the soundness of the opposition to the earlier scheme 
submitted in 1938, which, nevertheless, secured the assenl 
of holders of almost two-thirds of the preference capital. 
The earlier scheme, severely criticised in The Economist, 
suggested the cancellation of arrears of interest and te 
halving of the preference capital in exchange for a sub- 
stantial allotment of equity shares. The new scheme Ppro- 
vides for the satisfaction of eight years’ arrears of preference 
dividend, amounting to 8s., by the payment of 2s., tax free, 
in cash, and 2s. in funding certificates, bearing interest at 5 
per cent. The arrears of preferred ordinary dividend are (0 
be cancelled, and that class of capital converted into ordinary 
shares, but, as compensation, holders receive in all {210 o 
ordinary for every £100 of their present holdings. This 38 
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schieved by writing down existing holdings of ordinary by 
25 per cent. The net effect is that existing preferred ordinary 
holders receive some 38 per cent of the equity. This seems 
to be a simple, businesslike and equitable arrangement, and 
the general body of preference shareholders should be grate- 
ful to those who opposed the much less attractive scheme of 
1938, which experience has shown to be at least as unsatis- 
factory as was anticipated at the time. The directors, in 
submitting the scheme, express their belief that profits will 
be substantially reduced by controls for a period of years, 
the comparison being, presumably, with those of 1940-41. 
For that period, 15.8 per cent was earned on the ordinary 
capital, equivalent to almost 14 per cent on the new capital 
under the scheme. The effect of the announcement was to 
raise the quotations for the preference and preferred ordinary 
by 2s. to 19s. and by 3s. 3d. to 14s. respectively, while 
the ordinary for each share, while ordinary shares are re- 
duced by only a few pence to 6s. 6d. In view of the terms 
put forward, there seems a grave disparity in the quota- 
tions for these two classes. The price of the preference gives 
a return on the full 5 per cent dividend of just over five 
guineas per cent. 


Company Notes 


Woolworth Pay Less 


The preliminary results of F. W. Woolworth for 1941 
show for the first time a reversal of the upward trend in 
net profit before tax. The setback is sharp, from £7,958,160 
to £6,404,759, which just exceeds the level of 1937. The 
fall is equivalent to 20 per cent on the ordinary capital, but, 
fortunately for holders of that class, there is a welcome 
relief in a drop from £4,310,910 to £3,557,206 in the tax 
provisions, and the dividend is maintained, while the cash 
bonus is cut from 15 to § per cent, making 55 per cent in 
all, against 65 in each of the three preceding years. The 
transfer to building reserve is unchanged at £250,000, and 
£275,054 added to the carry forward, raising it to 
£7,057,795. The earnings for the ordinary shares amount 
to 69 per cent against 78 per cent for 1940 and 87.2 per 
cent for the preceding year. Looked at in another way, of 
the total available for distribution, one-fifth has been 
retained this year as compared with one-sixth twelve 
months ago. In the absence of anything more nearly related 
to turnover than the net profit, it is difficult to be certain 
as to the reasons for the fall in that figure, but the fact 
that taxation represents only some Io per cent, or £355,000, 
more than the full standard rate of ros in the pound on 
disclosed profits, whereas a year ago this provision showed 
an excess of some £910,000, suggests strongly that there 
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was a sharp decline in assessable profits and that a great 
part of the difference was due to a heavy charge for EPT 
in 1940, which has largely been avoided in the year just 
ended. It is tempting to suggest that, if the whole of the 
difference in net profit were due to the fact that £1,500,000 
was paid in EPT for 1940 and none last year, the figures 
would square up fairly closely, but it is futile to attempt to 
tread the maze of allowances and tax appropriations with 
no better guide than the figures given. 


* 


Whatever the reason, it is clear that earnings were less, 
and it is probably a fair inference that turnover was also 
down. If it was not, then the management would have 
achieved even more remarkable results than those of 1940, 
when, in face of the beginning of restriction and two 
months of purchase tax, they secured a rise in pre-tax 
profits of £345,550, which was converted into a decline, 
after tax, of almost £1,000,000. It is reasonable to assume 
that the wide geographical spread of the business enabled 
it to benefit to the full from any expansion in purchasing 
power which was allowed to become effective. It is also 
probable that this type of store wil have continued to 
attract custom away from those where a substantial part 
of the price was paid for cachet, or sefvice. But, like all 
other shops, the Woolworth stores must have suffered 
from shortage of goods to sell and difficulties in obtaining 
staff to sell them. This state of affairs will, in all pro- 
bability, become worse during the current year, but there 
are no signs that inability to supply is occasioning any 
loss of goodwill. The investor appears to regard the setback 
as temporary. The §s. units fell about 3s. 6d. on the news to 
55s. 6d., which is still above the level of a year ago, and the 
yield is some £5 os. 8d. per cent less tax. A year ago the 
return was 17s. 6d. per cent higher. 


+ * * 


Imperial Tobacco Dividends 


The preliminary statement of the Imperial Tobacco 
Company for the year to October 31st reveals that the 
final payment on ordinary capital will be maintained at 
74 per cent tax free, but that the bonus will be halved at 
2} per cent tax free, making a total of 174 against 20 per 
cent tax free. General reserve receives £500,000, as in the 
three preVious years, and the carry forward is raised from 
£1,620,937 to, approximately, £1,666,000. Thus, it is possible 
to estimate that net profits, after all tax except that on pre- 
ference dividends, are down from £8,872,829 to £7,970,805 
and that equity earnings amount to £7,118,596 against 
£8,020,620. The rate of tax-free earnings is reduced from 
21.4 to 19.0 per cent, equivalent to 38.0 against 37.2 per 
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cent less tax. The management has felt able to raise the 
ordinary distribution, less tax, which is up from 34.7 to 
35 per cent. The ability to maintain distributable profits 
suggests that whatever rise there has been in costs of 
manufacturing and wholesale distribution has been fully 
offset by the increased sales. If this state of affairs continues, 
the outlook is good. It appears to be the settled policy of the 
Government that both beer and tobacco are essential in 
very large quantities to the successful prosecution of the 
war, a view which is not uninfluenced by the very high 
proportion of the total price which goes in Customs and 
Excise. It is therefore explicable that the price of the shares 
has risen by over 30 per cent on the year to 133s. 1}d., at 
which they yield £5 7s. 2d. per cent, subject to tax, com- 
pared with some 7 per cent a year ago. 


Orient Steam Improvement 


Orient Steam Navigation, an affiliate of P. & O., shows 
a rise in total income, including £13,157 profit on sale oi 
investments, from £580,285 to £599,301, a record for the 
decade to June 30th last. The increase is, in part, due to 
higher investment earnings. Depreciation received £300,000 
against £400,000, while £50,000 against nil was transferred 
to pensions reserve. After meeting preference charges, 
equity earnings were almost £70,000 higher at £167,041. 
The ordinary shareholders receive the customary § per cent 
tax free, equivalent to 10 against 8.7 per cent tax free, and 
tax-free earnings are up from 9.4 to 16.0 per cent, equiva- 
lent to 32 against 16.3 per cent less tax. The company is 
able to transfer £100,000 to general reserve, against nil in 
the previous year and a withdrawal of £25,000 in 1938-39, 
and to raise the carry forward fronf £65,946 to £80,944. 
The balance sheet reflects the payment of insurance claims 
in respect of lost steamers. Thus, debtors are down from 
some {2,229,000 to £703,000 and investments are up from 
£1,394,000 to £3,947,000. Cash holdings are some £160,000 
lower at £216,000. Reserve for replacement of ships stands 
at £1,258,000, including £410,000 on Government tonnage 
replacement account, while general reserve, after the 
transfer from current profits, stands at £1,900,000. The 
chairman, Mr I. C. Geddes, points out that the whole of 
the company’s fleet is under Government requisition, an 
arrangement which places a very definite upper limit on 
earnings. The company has not been liable for EPT up to 
June 30th last, and provision has already been made for 
part tax liability in the current year. The post-war recon- 
struction prospects, as the chairman indicates, must be 
significantly affected by the scale of demand for first-class 
accommodation, which, for the present, remains a com- 
pletely unknown factor. The {£1 ordinary shares, at 30s., 
ex-dividend, yield £3 13s. 4d. per cent tax free. 


Boot and Shoe Earnings 


Recent reports of boot and shoe manufacturers in 
1941 show a remarkable stability of net earnings. The latest 
accounts of five representative concerns are analysed in the 
following table. Only one company, Bignells, Ltd., suffered 
a fall in gross income, which, at £37,682 against £44,551, 
permits equity earnings of 6.1 against 7.5 per cent, still 
covering the ordinary payment maintained at 6 per cent. 
William Timpson shows profits of £197,895 against 
£202,002, after payment of EPT in each case. Here, equity 
earnings are reduced from a rate of 29.8 to 25.6 per 
cent, but the dividend is maintained at 15 per cent. The 
largest rise in gross earnings is realised by Lotus with 
a jump from £149,054 to £221,810. Since tax provision 
is up from £77,404 to £157,000, there is a reduction in 
the earned rate from 12.8 to II.1 per cent, but the direc- 
tors feel able to raise the ordinary payment from 9 to 
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10 per cent. There is also a $ per cent rise to 9 per cent in 


the ordinary dividend declared by L. ¥. Weber and Phillips, . 


whose gross earnings are up from £19,118 to £27,201, with 
an increase in the earned rate from 9.6 to 12.4 per cent. 
The preliminary statement of fohn White (Impregnable 
Boots) shows a reduction in net profits from £5§2,114 to 
£36,652, but the ordinary dividend is maintained at the 
174 per cent to which it was raised from I5 per cent in 
1939. Thus, despite three out of four reductions in equity 
earnings, for which higher tax liability must largely be held 
responsible, none of the companies has been obliged to 











Earned for | | Present 
Company Total | Ordinary Ord | —_ 
and Disc losed| aa | Div. 
Date of Accounts Profits | | ms Price 
aanenipe Rate | Ex Div | Yield 
maim ~ 
Bignells: (Nov. 29)... £ £ | ‘ % | cas 
SR a a0 a itstk sos 23,490 | 8,359 17-1 | Nil | | 
9 AEE etree ie! 3,426 7-5 | 6 | >(a) 1/6 8 0 ¢ 
1941... ..++++| 37,682 | 2,289] 6-1 6 | 
| | | 
Lotus: (Dec. 31 | 
1939 % 97,769 | 35,521 | 7°8 Bi 
1940 . .... | 149,054 | 51,224 | 12-8 9 |} eyasi9 | 5171 
BORE + sos oes 221,810 | 37,652 | 11-1 10 {J 
William Timpson : 
(Dec. 31) | 
1939 .} 190,955 | 85,351 25-3 16 i) 
1940 - +} 202,002t| 85,872 29 °8 ] (6) 28/0 5 0 { 
1941 .»+|197,895t| 64,096 25 “6 15 | 
L. & J. Webber & Phillips| | 
(Dec. 31) 
1939 .«+++| 17,726*| 16,326 9-5 74 | 
1940 -| 19,118 | 16,924; 96 | 8 | d(c) slg] al i ¢ 
1941 : 27,201 | 19,948 | 12-4 9 | 
JohnWhite(Impregnable} | 
Boots) Ltd. : (Dec. 31) | 
1939............./ $50,490 | 21,333 | 18-3 | 15 |) 
1940 pes $52,114 | 27,435 25°53 | 17} | (d) ) 
1941 \$36652) 2. | 174 | | 
' | 
* After tax t After E.P.T. tNet profits 


2/— Shares. (6) 7% Cum. Pref. £1 (c) 10/— Shares (d) Not quoted 


reduce its ordinary dividend and none of these payments 
has been underearned. No doubt, the trade continued 
to receive adequate, if not generots, supplies of raw 
materials last year. Reductions in stocks in the balance 
sheets of the four companies are by no means general. 
Production on Government contract has probably assumed 
greater relative importance, especially since the advent of 
clothes rationing halfway through the year in question. But 
the unchecked rise in retail prices should have done much 
to offset a possible reduction in turnover, particularly for 
those concerns which, like Lotus, have both manufacturing 
and distributive interests. 


British Industrial Plastics 

The preliminary figures of British Industrial Plastics 
for the year to September 30th last show a small rise in 
gross profits from £163,069 to £169,124. After meeting 
preference dividends, equity earnings are down from 
£29,385 to £14,507, a fall which is due partly to the rise 
in tax provision from £56,500 to £71,200, and partly to an 
increase in the total of general expenses, and sums written 
off research patent charges and experimental outlay from 
£60,325 to £70,180. The earned rate, at 6.5 against 10.3 
per cent after ARP, provides narrow cover for the ordinary 
payment, which is reduced from 8 to 6 per cent. The 
carry forward is raised by less than the amount of the 
surplus from £5,681 to £6,288, but the nature of the 
allocation is not disclosed in the preliminary statement. It is 
possible that this relates to ARP expenditure, or some cost 
which should be charged against profits, in which case 
equity earnings are, of course, less than the estimated 6.5 
per cent. The most striking fact about the preliminary 
figures is the smallness of the rise in gross profits. The 
group Owns an imposing array of patent rights, and there 
should be ample opportunity for increased sales of many 
products in substitution for glass, china and other wares, of 
which neither the finished products nor the raw materials 
can now be imported. Probably, shortage of material is the 
main difficulty, although it is possible that profit margins 
have been considerably reduced. The 2s. ordinary shares, 
at 3s. 45d. ex dividend, show little change on the result, 
and give a yield of some £3 11s. Id. per cent, which 
appears fully to discount any improvement likely to mature 
for some time to come. s 
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Industry and Trade 


Joint Production Committees 


The movemient towards the extension of factory com- 
mittees consisting of workers’ and management representa- 
tives is gathering force. A conference of shop stewards in 
Birmingham last Sunday suggested that committees should be 
set up in every factory. Moreover, the trade unions, hitherto 
not too favourably disposed towards the movement, have 
now decided to support it. On Saturday last week, a plan 
for the organised and recognised establishment of shop 
committees, with full co-operation between workers and 
employers, was outlined to some 200 branch delegates of 
the TUC. Mr A. Conley, a member of the executive, pointed 
out that the scheme had been submitted to the engineering 
industry, that it was applicable to the trade union move- 
ment generally, and that it had been brought before the 
Cabinet. There are indications that the negotiations between 
labour and’ management in the engineering industry, and 
between the TUC and the Government, are likely to be 
successful, and that the establishment of joint production 
committees may be mad: obligatory in engineering work- 
shops. It is to be hoped, however, that recognition by the 
trade unions will not in any way impede the proper function- 
ing of the committees. The committees’ job is to seek means 
of increasing production, by acting as a channel for sugges- 
tions from workers and for explaining to them the causes 
of inevitable hitches and delays ; the usual function of the 
unions, on the other hand, is to protect the rights and 
improve the position of workers. ‘True, the trade unions 
must be represented on the committees, for unsatisfactory 
production is oftea due to causes, such as dissatisfaction 
with piece-rates, whose elimination is their concern, in the 
framework of collective bargaining. But it would be regret- 
table if the committees should lose the character given them 
by the spontaneous democratic—and local and personal— 
initiative that called them into life. 


* * * 


Mechanisation of Agriculture 


The mechanisation of agriculture has made rapid 
progress since the outbreak of war. Owing to the scarcity 
of labour and the need for a big increase in the acreage under 
cultivation, additional farm machinery has been essential. 
The extent of mechanisation is revealed by the fact that 
the number of tractors on farms in the United Kingdom 
has been doubled since June, 1939, when 52,000 were in 
use. There has also been a big increase in the number ot 
tractor ploughs, disc harrows, corn drills, artificial manure 
distributors, binders, threshing machines, potato diggers, 
milking machines and of the whole range of barn machinery. 
Transport on farms has also been increasingly mechanised 
by the provision of tractor trailers and lorries. But many 
farming operations, such as the harvesting of corn, potatoes 
and sugar beet, and the movement of farmyard manure 
from yard to field, are still inadequately mechanised. While 
the greater part of the new machinery has been supplied 
by the British agricultural engineering industry, substantial 
quantities—mwuch of it specialised equipment—have hitherto 
been obtained from the United States, Canada and Australia. 
But imports are expected to be reduced as a result of the 
extension of the war to the Pacific and the consequent 
conversion of the mannfacturing facilities of the three 
countries to the production of war equipment. At the same 
time, the extension of the war has considerably accentuated 
the strain on Allied shipping tonnage and has rendered the 
increase of domestic food production more urgent than 
ever. The possibiliites of expanding the output of agricul-_ 
tural machinery in this country are limited, but steps have 
been taken to use the agricultural engineering industry’s 
resources to the best advantage. The industry has formed 
a Joint Standing Committee, able to speak for all manufac- 
turers, to improve methods of consultation and collabora- 
tion. Moreover, the Ministry of Agriculture has set up an 
Agricultural Machinery Development Board, composed of 
leading farmers, manufacturers and engineers, to guide 
and direct the improvement of existing and new machines. 
To ensure the distribution of new tractors to those farmers 
and contractors who need them most urgently, the Ford 
Motor Company has agreed to collaborate with the Ministry. 
But equally urgent as the provision of as much as possible 
of the right kind of new machinery is the need for using 
existing implements more intensively. 





Control of Rayon 


The rayon industry has been nominally under the con- 
trol of the Ministry of Supply ever since the outbreak of 
war, when an official Rayon Control was established with 
headquarters at Macclesfield. In practice, little control has 
actually been exercised, for rayon producers have been able 
to deal with the’ allocation of supplies to customers by 
voluntary arrangements. Wood-pulp for rayon is allocated 
to the industry in bulk by the Paper Control, but it is 
shared among rayon producers on the basis of a voluntary 
scheme. Certain chemicals are handled by other controls, 
and the utilisation of cotton linters by the acetate branch, 
and to a smaller extent by viscose producers, is supervised 
by the Cotton Control. In recent months there has been an 
increasing pressure on rayon yarn supplies, owing to the dis- 
appearance of silk and the shortage of cotton and wool for 
civilian purposes. It has, therefore, been found necessary to 
revise the methods of distribution and to exercise closer 
control. The actual approval of individual orders for rayon 
and rayon mixture woven cloths for both home and export 
trade will be in the hands of the Cotton Control, but the 
rayon producers will distribute the yarn for those orders 
through the Rayon Allocation Office created by them. The 
fact that this system has to be worked by the Cotton Control 
illustrates the very close connection between the two fibres. 
It would have been unwise to set up another organisation, 
for the rayon weavers are almost all also weavers of cotton 
cloth, and used to the methods employed in that trade. The 
new arrangement should have little effect upon the course 
of trade, but it will ally rayon more closely to the war 
effort by reducing the export of goods to any market other 
than those approved by the Control. Production for the home 
trade will be similarly directed into the most essential 
channels. 


* * 
Retail Wage Agreement 


The agreement on wages and conditions of employ- 
ment reached by the National Joint Industrial Council for 
the Retail Furnishing and Allied Trades is the third arising 
from the Retail Distributive Trades Conference. The 
trades covered are: Furniture and furnishing, ironmongery 
and turnery, china and glass, hardware, electrical goods, 
cycles and accessories, sports goods, radio, oils, paints and 
wall paper. The agreement is similar to the two preceding 
ones. These were concerned with the food and drapery 
trades and were described in The Economist of July sth 
and October 4th, 1941, respectively. The weekly rates of 
pay prescribed are for a working week of 48 hours, exclusive 
of meal times, subject to an allowance of twenty minutes 
free from overtime payment for the purpose of clearing up 
the shop. Two weeks’ holiday with pay is to be granted 
except that where a shorter holiday has been the custom 
two weeks need not be given during the war. Wages of 
branch managers start at 70s. per week and of manageresses 
at 58s. in London, and the rate rises according to the 
weekly turnover in the shop. Male shop assistants, central 
warehouse staff, van salesmen and cashiers in London are 
to be paid 21s. 6d. a week at the age of 16, rising to 6ss. 
at 25. Women’s rates rise from 19s. 6d. at 16 to 43s. at 24. 
The rates for male employees, other than those specified 
including porters, but excluding craftsmen, mechanics, 
productive staff and transport workers, will vary from 
20s. 6d. at 16 to 60s. at 24. In all cases, “ Provincial A ” 
rates, which apply in towns with a population of more than 
10,000, are 3s. a week less than in London, and in all 
other places (“ Provincial B”) 5s. less. Fourteen employers’ 
organisations and three trade unions are represented on the 
Joint Industrial Council. This agreement will come into 
operation on February 2nd, but will not prejudice the 
payment of higher wages. The number of employees 
normally engaged in the trades covered by it is estimated 
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to be between 250,000 and 300,000. Three other national 
joint industrial councils are negotiating agreements, for 
hairdressing, including beauty speciaiists, the meat trades, 
and retail bookselling, newsagencies, stationery, tobacco and 
confectionery. A joint committee of the six industrial 
councils is considering the question of transport workers 
engaged in the distributive trades. All these agreements lay 
down standards of employment for trades which have lagged 
behind others in setting up machinery for negotiations 
between employers and employed. 


* * x 


Cotton Trade Wages 


After the outbreak of war the employers and trade 
unions in the Lancashire cotton industry began to discuss 
wages policy; it was agreed that rises and falls in wages 
should be governed by the cost-of-living index of the 
Ministry of Labour. Apart from this arrangement, an 
immediate advance of 12} per cent on pre-war wage rates was 
granted. As wage rates have been advanced by 22} per cent 
by the operation of the sliding scale scheme, they are now 
35 per cent higher than in September, 1939. Some surprise 
was therefore expressed in trade circles this week when it 
became known that the Northern Counties Textile Trades’ 
Federation, which represents all the operatives in the 
weaving branch of the industry, had applied to the Cotton 
Manufacturers’ Association for a joint meeting to discuss 
a general advance in wages. The trade union representatives 
will apparently contend that the earnings of their members 
have been affected by alterations in the construction of cloths, 
and that during the change-over their earning capacity 
does not come up to standard for several weeks. The leaders 
of the operatives do not wish to interfere with the present 
sliding scale system of fixing wages, but it is being urged 
that some special concession should be granted to meet the 
particular circumstances and to bring the wages of the 
workpeople more into line with earnings in other industries. 


* * *x 


Allied Rubber Supplies 


The Japanese occupation of some of the world’s most 
prolific rubber-producing areas in the Far East has reduced 
the supplies available to the Allies. Together, French Indo- 
China, Thailand, British Malaya and British territories in 
North Borneo, produced 702,009 tons of rubber in 1940, 
equivalent to one-half of the world’s total. output of 1,390,000 
tons in that year. The remaining Far Eastern sources of 
supply are large, and so long as they remain accessible to 
the Allies, no difficulties will arise. But although Java and 
Sumatra, the two largest remaining sources, are probably 
not in immediate danger, the possibility of an interruption 
of shipments from them cannot be safely left out of account 
in Allied plans. In 1940, shipments of rubber from non- 
Pacific areas, mainly from Ceylon, Brazil and Africa, 
amounted to 140,000 tons, or about Io per cent of the 
world’s total. Possibilities of expansion are limited, though 
increased tapping in some of the areas may raise the quan- 
tity available to 160,090 tons or even more. But this quantity 
can satisfy only a small proportion of Allied needs. Accord- 
ing to the Statistical Bulletin of the International Rubber 
Regulation Committee, the United States and Great Britain 
together consumed 795,000 tons of crude rubber and some 
200,000 tons of reclaimed rubber in 1940. In the same year, 
Canada, Australia and South Africa imported 80,000 tons. 
Russia’s imports averaged about 30,000 a year between 1936 
and 1938. The combined consumption of the Allies there- 
fore amounted to about 1,100,000 tons, of which 200.000 
were reclaimed rubber. It may be possible to satisfy their 
vital needs with 700,000 tons a year. But even then the 
deficiency would remain substantial and, on the basis of 
the output of reclaimed rubber in 1940 and of crude rubber 
in non-Pacific countries, it would amount to about 350,000 
per annum. Steps have been taken to bridge the gap: the 
output of reclaimed rubber is to be increased and facilities 
are to be provided in the United States for the production 
of 400,000 tons of synthetic rubber a vear. In fact, the 
consumption of reclaimed rubber in the United States rose 
repidly last year and exceeded the annual rate of 300.000 
tons in October ; supplies of waste rubber are large enough 
to permit a further increase in production. Moreover, stocks 
of crude mibber in the United States are revorted to be 
600,000 tons, and Great Britain also ho'ds substantial re- 
serves. A shortage of rubber for vital Allied needs is there- 
fore unlikely pending the completion of the synthetic plants 
in the United States. 
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The Oil of the Indies 


Japan, though possessing large stocks, is very poorly 
endowed with mineral oil; it is therefore of the utmost 
importance that the aggressor in the Far East should be 
deprived of the fruits o1 his conquests. Evidence of Dutch 
determination in this matter is provided by their destruc- 
tion, announced on Thursday of last week, of the oil wells 
and installations in the Balik Papan region of Dutch 
Borneo. The object was to forestall any attempt at a 
seizure by the enemy—and the subsequent landing of 
Japanese troops in the area proves that the precaution was 
timely. It followed the invaSion in the previous week of 
the island of Tarakan, off the north-east coast of Borneo : 
its rich oil wells were also rendered useless before the 
garrison was overpowered. It is to be hoped that the work 
of destruction was carried out with similar thoroughness 
in Sarawak and Brunei, the British protectorates which 
were overrun by the Japanese last month. If so, consider- 
able time must elapse before his ill-gotten conquests can 
bring any appreciable relief to the enemy’s oil position. I 
seems likely that his attempts at restoration will be directed 
in the first place to Tarakan, for its crude oil can be used 
as fuel oil—the major item in Japanese oil consumption— 
without the necessity for refining. Crude oil from British 
and Dutch Borneo, on the other hand, must be treated, 
and the destruction of the refineries at Lutong and Balik 
Papan has deprived the Japanese of the local facilities, If 
they were able to obtain any crude oil from these sources, 
the Japanese would thus have to transport it to their own 
country, where they have a considerable surplus of refining 
capacity. Six months would probably be sufficient for a 
partial restoration of production at Tarakan—assuming 
that the enemy is left in undisturbed possession—but a 
considerably longer period would almost certainly be re- 
quired for the rebuilding of refineries, even if the necessary 
equipment and materials could be provided. Allied losses 
in British and Dutch Borneo represent an annual output 
of about 2,750,000 tons of crude oil, together with a corre- 
sponding refinery capacity. Strategically, this loss is un- 
important to the Allies, for Sumatra and Java have a com- 
bined output of well over 5,500,000 tons a year, which is 
more than sufficient to supply all their local requirements 
The principal producing fields are in the Palembang- 
Jambi and Medan districts of Sumatra and near Surabaya 
in Java ; the main refineries are at Palembang (Sumatra) and 
Tjepoe (Java). The loss of these sources of production 
would be a much more serious matter, for they supply 
the bulk of Australian and New Zealand oil requirements 





* * * 


Secondary Tin 


The loss of tin supplies from Malaya and the threat 
to other Pacific mining areas has prompted the Ministry 
of Supply to initiate a drive for the recovery of tin from 
waste products. As in the case of rubber, plentiful supplies 
of new tin from British-owned mines, but also the 
high labour cost of recovery, largely explain why reclaiming 
has played a less important role in Great Britain than in 
Germany and in the United States. During the five year: 
preceding this war Germany recovered between 6,000 and 
10,000 tons of secondary tin per year, a large part from 
imported material. In the United States secondary tin re- 
covery has recently fluctuated between 25,000 and 30,000 
tons per year ; it rose to 33,222 short tons in 1940, against 
29,160 tons in 1939. There are no returns for this country, 
but industrial reports indicate that the quantity recovered 
in recent years may have to be counted in hundreds rather 
than in thousands of tons. The comparatively large output of 
secondary tin in Germany and in the United States has not 
been obtained mainly by the de-tinning of used containers 
In the United States, where the Bureau of Mines has for 


"many years past compiled regular surveys of the recover) 


of secondary metals, new tinplate clippings, tin pipes, foil, 
scruff and dross, pewter, bearing metals, residues, con- 
densers, and a number of tin alloys have always been the chie! 
sources of secondary tin. In 1940, for example, the de-tinning 
works recovered only 4,844 short tons of secondary tin (both 
in metallic form and as chemical compounds), which is 
slightly less than 15§ per cent of the total quantity recovered. 
In order to secure this output, the de-tinning works used 
268,269 tons of new tinplate clippings, and only 4,963 tons 
of old tin containers. The relatively small importance of 
old containers in the recovery of secondary tin does not 
diminish the need for their collection, for they also provide 
scrap for the steel furnaces ; but it is a reminder that the 
collection of other tin scrap should not be neglected. 


hez 


joi 
hir 
W. 
he 
he 


4.6 


= BEEBRE RB AEE B 








January 31, 1942 


THE ECONOMIST 


COMPANY MEETINGS 





DISTRICT BANK LIMITED 


EFFECTS OF 


WARTIME CONDITIONS 


RECORD FIGURES 


DANGER OF 


SIR R. NOTON BARCLAY ON POST-WAR 


The one hundred-and-twelfth annual meeting of shareholders 
of District Bank, Limited, was held on the 30th instant at the 
head office, Spring Gardens, Manchester. 

Sir R. Noton Barclay, the chairman, presided. 

The following is the statement chairman, 
with the report and accounts :— 

I am repeating last year’s procedure and sending a copy of 
my annual statement with the accounts, At the request of the 
Government a number of our directors have undertaken special 
responsibilities which are making heavy demands on their time 
and energy. I know you will join with me in extending to 
them our good wishes in their exacting duties. 

In the administration of the bank I have some recent changes 
to report. After long service Mr Robert Crerar, one of the 
joint general managers, has retired on pension, and we wish 
him health and happiness in his well-earned retirement. Mr 
W. F. Lonsdale, an assistant general manager and manager of 
head office, has been appointed a joint general manager, and 
he is succeeded as manager at head office by the sub-manager, 
Mr Clifford Butterworth. 


of the circulated 


THE BALANCE SHEE! 


The annual and balance-sheet are presented in the 
third year of war, and the accounts indicate the abnormal con- 
ditions. With remarkable consistency the resources of all the 
banks have increased throughout the year, and we find ourselves 
with record balance-sheet figures of nearly £141 millions. On 
the liabilities side deposits are increased by over £25 millions, 
a large part of the increase being the direct outcome of the war, 
although the circumstances giving rise to this are by no means 
uniform or static. Last year I mentioned several reasons for 
the increased lodgments, and these causes still obtain, though 
delays in postal services are now of less importance, while the 
effects of the Government’s 
more pronounced. 

Gradually the authorities has 
atuation, and it looks as if Government: disbursements, 
father than the other factors to which I referred a year ago, will 
continue to expand banking figures. Our deposits come to us 
from a very wide and growing public, as is indicated by the 
progressive increase in the number of our accounts as well as 


report 


war disbursements have become 


action of the dominated the 


now 


from important trading units possessed of more liquid 
resources. ‘These resources have expanded as a_ result of 
Government expenditure, a general reduction of trading stocks, 


and an accumulation of funds as provision against taxation lia- 


bilities. It is anticipated that in future this last-mentioned factor 
will exercise less influence than hitherto by reason of the 
method offered by the new Tax Reserve Certificates for dealing 


with such funds. 


CHANGED DISTRIBUTION OF ASSETS 


A year which has increased balance-sheet totals by 
mately 22 per cent. naturally produces notable changes in the 
distribution of our 


approxi- 


assets. An outstanding feature of this war- 
ume situation is the item Treasury deposit receipts, the total of 
which is more than double that of last year. Broadly speaking, 
this higher figure indicates an earmarking for the Government’s 
wee of much of the increase in our assets. These receipts, some 
of which mature almost every week, the max:mum life being 
aX months, are included in our short assets, bringing them to a 
total of nearly £63 millions, representing the high ratio of 48 
per cent. of deposit liabilities. 

Investments, which, as usual, are shown in the balance-sheet 


at much below their market value figure at £48,852,551, being 





INCREASED PUBLIC SPENDING 


PROBLEMS 


Our effective help to the 
and long-term securities 
cent. of our depositors’ 


millions up on last year. 
through short, medium, 
£86 millions or 66 per 


over £15 
Government 
approaches 
money. 


SUPPORT FOR SAVING SCHEMES 

In this connection I should mention that the bank has 
given every assistance in its power to the local War Weapons 
Weeks held in the early part of 1941 and is now doing the same 
as regards the Warships Weeks by taking up stock and by en- 
couraging customers to invest their savings in Government 
securities currently on tap. Beyond this, support for the war 
effort, though perhaps less direct, is afforded by loans and ad- 
vances to industrial concerns for war production, and in this 
connection, subject to sound banking practice, we, of course, 
do what is in our power to assist all customers engaged in work 
of national importance. 

Despite this, however, our lendings have declined and reasons 
put forward by me for the lower figures of last year—namely, 
a curtailment of the trade of non-essential industries through 
the restriction of supplies Government finance for bulk pur- 
chase of raw material, and repayment of private advances, still 
hold good as explanations for our present reduced totals. Since 
an important factor in the reduction of customers’ borrowings 
is the repayment of loans relating to non-essential work the 
residue of our lendings is more and more directed to the war 
effort. 


PROFIT AND LOSS ACCOUNT 

The net profit for the year ended December 31st last, after 
payment of all expenses and after providing for bad and doubt- 
ful debts, contingencies, and taxation, amounted to £417,285, which 
is a reduction of £28,733 as compared with the figure for 1940 
and is fully accounted for by increased taxation. I think you 
will agree this is a satisfactory result having regard to the in 
creased expenses we have had to meet. As you are aware, 
we make up the pay of men who are called up for service to 
the salaries they were receiving when in the bank, and to take 
their places it has been necessary to engage a great number of 
temporary clerks. Expenses have also increased in other direc- 
tions. Against this our earnings have expanded to some ex- 
tent from increased resources, though, as much as of the latter 
is lent to the Government on short term, the average percentage 
yield on our assets records a marked decline on last year. Also 
in war-time we have to forgo much profitable business by 
reason of exchange regulations and by our having to decline accom- 
modation for non-essential purposes. 

To the profit for the year is added the amount brought for- 
last year, £298,329 7s. Sd., making a total of 
£715,614 9s. 8d. The directors have appropriated £80,000 to 
pensions and annuities fund and {£60,000 to bank property 
account. The interim dividend for the half-year ended June 30, 
1941, on the “A” “C” shares at the rate of 184 per 
cent per annum, less income-tax, and on the “B” shares at 
the rate of 10 per cent. per annum, less income-tax, absorbed 

and the directors recommend final dividends 
for the year at the same rates, which will leave a_ balance 
to be carried forward to the next account of £315,941 18s. 4d. 


ward from 


and 


£129,836 §s. 8d., 


FINANCE AND TRADE 

I will touch upon the general situation within a few para- 
graphs. First, the underlying reasons I have already mentioned 
for the increase in bank deposits prompts me to digress for a 
moment on the vexed question of war-time inflation. No war, 
least of all this present one, so stupendous in its expenditure, 
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can be waged without a measure of inflation. Granted that to 
some extent the trend of bank deposits indicates inflation, as 
does that of the note issue, too much anxiety and foreboding 
can be read into these movements if proper allowance is not 
made for the vastness of our war production, and for the 
requisite finance, which, provided it is proportionate to the 
additional output, is not inflationary. Again, inflation can become 
a bogey if due consideration is not given to the many emer- 
gency needs for cash and bank credit which never really enter into 
spending. 
EXPENDITURE ON CONSUMABLE GOODS 


With these reservations, however, I will pass on to what is 
really disconcerting—namely, the present volume of spending 
on consumption goods, a condition plainly indicative of an 
excess of purchasing power still in the hands of the public, 
but, be it noted, a limited public, bearing in mind that far- 
reaching controls now restrict the spending of large numbers 
of people, also of many business concerns. The growth of 
spending is largely the result of the substantially increased 
cash incomes of wage earners, and these expanding figures, 
and their effect on consumption and prices, indicate that the 
problem has been created owing to the absence of a_ well- 
considered real, as distinct from monetary, wages policy. Unless 
some definite action to control wages is promptly taken inflation 
is inevitable, bringing in its train hardship to all classes, and 
not least to wage earners themselves. It is to be hoped the 
recent announcement that a Government committee has been 
appointed to consider wages policy indicates that this problem 
will now be boldly faced. 

In the narrowing of the home markets, in the restrictions 
on exports and the necessary concentration of production, many 
industries have suffered ‘greatly. Nevertheless, while those con- 
cerns engaged on what, under present circumstances, must be 
regarded as non-essential industries are most adversely affected, 
and in many cases are gradually being brought to a standstill, 
others, employed on Government requirements and production 
vital to the life of the nation, are enjoying a period of unwonted 
activity. 

EXPORT TRADE PROSPECTS 


For the time being it is inevitable that our export trade 
should be greatly restricted, and, as in the last war, this will 
largely stimulate local production in our overseas markets. There- 
fore, while immediately on the termination of hostilities we 
may look for great activity in order to make good the ravages 
of war, and replenish depleted stocks, it would seem likely 
that when trading conditions once again become normal we shall 
be faced with great difficulties in finding adequate outlets for 
our productions. 

The promulgation of the Atlantic Charter, however, gives 
substantial promise for this more distant future, as, provided 
the economic clauses therein are fully implemented, we can 
hope for such an expansion of world trade as may absorb the 
outpu‘ of industry, not only speedily but continuously, so that 
producers in all countries may look forward to an enduring 
demand for their products. 


SERVICES OF OFFICIALS AND STAFF 


It is with deep regret that I have to inform you that some 
of our staff have lost their lives while on active service. I know 
you will join with me in paying homage to their memory, 
honouring their great sacrifice, and extending to their relatives 
our sincere sympathy. Others of our employees have been 
reported missing, and more are prisoners of war. Our solicitude 
extends to each gallant man and to those anxious ones who are 
near and dear to him. 

The continued call-up of men for active service, the training 
of those who take their place, and the proper observance of the 
numerous and complicated war duties required of the banks 
by the Government, places greater responsibilities and worry 
on those who remain, and particularly on those in authority. 
To release still more men we are continuing our policy of 
closing offices, and are reducing the hours of attendance at many 
others. In dealing with these problems every consideration is 
given, so far as circumstances permit, to the convenience of 
customers. 

All members of the staff are to be congratulated on the skilful 


THE , ECONOMIST 


January 31, 1942 


execution of their difficult tasks. In the continued efficiency of 
our services we are justified in taking considerable pride, ang 
to both the permanent and temporary staff I have pleasure jpn 
expressing our sincere appreciation. Beyond this I should, as 
last year, like to add a word of commendation and thanks to 
those who so loyally and conscientiously guard our premises 
by undertaking fire-watching duties, a work often done at great 
inconvenience, and which is worthy of all praise. 

The report and accounts were adopted and the retiring 
directors were re-elected. 

Messrs. Halliday, Pearson & Co., and Mr. Leslie Shaw, the 
retiring auditors, were re-appointed. 

After the usual vote of thanks the proceedings terminated. 


MIDLAND BANK LIMITED 
ANNUAL MEETING OF SHAREHOLDERS 


The ordinary general meeting of shareholders of the Midland 
Bank, Limited, was heki on the 29th ult. at the head office, 
Poultry, London, E.C. 2. 

The Right Hon. R. McKenna (chairman) presided and, after 
referring to his statement circulated with the annual report, and 
reproduced in these columns on January 24th, moved the adoption 
of the report and audited statement of accounts. The motion was 
seconded by Mr S. Christopherson (deputy chairman) and carried, 

The following resolution was then moved by the chairman, 
seconded by Mr Christopherson, and carried: — 

“That the meeting records with deepest regret the death on active 
service of 57 members of the staff, the posting of 10 others as miss- 
ing and of 27 as prisoners of war, and the death by enemy action of 
17 civilian members of the staff, and desires to express its sense of 
the loss the bank has sustained and its sympathy with the relatives.” 

Further resolutions were carried, authorising the payment on 
February 2nd of a dividend of 8 per cent. actual, less income-tax, 
for the half-year to December 31st last; re-electing the Right Hon. 
Lord McGowan, K.B.E., and Sir Bernard D. F. Docker, K.B.E., as 
directors; and re-appointing Messrs Whinney, Smith and Whinney 
as auditors for the ensuing year. 


BARCLAYS BANK, LIMITED 
ANNUAL MEETING OF SHAREHOLDERS 


The forty-seventh ordinary general meeting of Barclays Bank, 
Limited, was held, on the 26th instant, at the head office of the 
bank, 54 Lombard Street, London, E.C. 3. 

Mr Edwin Fisher (the chairman) presided. 

Mr P. J. Diboll (the secretary) read the forma! notice convening 
the meeting and the report of the auditors. 

With the concurrence of the shareholders present, the report and 
accounts and also the statement by the chairman, which had been 
previously circulated, were taken as read. 

The chairman moved: 

“That the report of the directors produced, together with the 
annexed statement of the company’s accounts as at December 31, 
1941, duly audited, be received, approved and adopted, and that 
a final dividend of § per cent., making 10 per cent. for the year 
on the ‘A’ shares of £4 each fully paid, and a final dividend of 
7 per cent., making 14 per cent. for the year, on the ‘B”’ and 
‘C’ shares of £1 each fully paid, less income-tax in each case, be 
declared, payable on the 9th proximo, to the shareholders regis- 
tered in the books of the company on December 31st last.” 

Mr W. M. Goodenough (deputy chairman) seconded the motion, 
which was carried. 

The resolution, of which notice had been given, to convert into 
stock on February 10, 1942, the issued and fully-paid “ A,” “B” 
and “C” shares and any shares issued in the future, when fully 
paid, was proposed by the chairman, seconded by the deputy 
chairman and carried. 

The retiring directors were re-elected and the auditors, Messrs 
Kemp, Chatteris, Nichols, Sendell and Company and Messrs Price, 
Waterhouse and Company, were reappointed for the ensuing year. 

A vote of thanks to the chairman for presiding at the meeting 
was unanimously accorded, and the proceedings terminated. 
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BANK OF MONTREAL 


CANADA’S WAR EFFORT 


The one hundred and twenty-fourth annual general meeting of 
the Bank of Montreal was held on the 1st ultimo, in Montreal. 

Mr Huntly R. Drummond (president of the bank), in the course 
of his address, said: —The bank lent Mr Spinney, our joint 
general manager, to the Government to organize its Victory Loan 
campaign and you all know its brilliant success was largely due to 


his organizing ability. In consequence, they have again requisitioned . 


his services to organize the whole task of raising money in this 
country, in which he is now engaged. 

When we say that business in Canada has reached a level un- 
paralleled in the history of this country, we do but scant justice to 
the effort which has been put forth. Since the onset of the war an 
industrial and economic revolution has occurred in this country. 

More and more our Government is entering the realm of business 
by building or financing the plants which our war effort is calling 
into existence. In the present circumstances a detailed review of 
business activity is not necessary. The Government has imposed 
ceilings on both prices and wages, necessary steps to avert inflation 
which proved so disastrous after the last war. 

You will agree with me that the people of Canada are ready— 
more, they are eager—to make any sacrifice the Government calls 
for in their will to victory. 


GOVERNMENT CONTROLS 


When the war is over and Government purchasing disappears, 
it is essential that Government controls and regulation be removed 
with all possible speed, accompanied by the fullest amelioration in 
taxation that is allowable, for, if we are to continue in a system 
of free enterprise for which we are fighting, it is to private initiative 
that we must look for resumption of normal activities. 

Through its taxation the Government has conscripted capital 
in all business enterprises ; it controls the credit situation through 
the Bank of Canada, curbs instalment buying, limits the production 
of some goods such as automobiles, radios, etc., forbids wage 
increases except as the cost of living rises, and doubtless will 
have to go even further along similar lines. 

Your bank pays in all taxes as much as it does in dividends ; 
in other words, for the first six months of the year we work for 
Governments, the last six months for ourselves. 

While Canada’s foreign trade has increased to record levels, it 
has been conditioned almost entirely by the war. During the 
second full year of the war our exports rose to $1,450,000,000 
from $1,130,000,000 during the first year; while imports were 
$1,310,000,000, as compared with $992,000,000. These figures do 
not include exports of non-monetary gold, which have amounted 
to more than $200,000,000 in each of the years mentioned. 

Democracy gives us great privileges but not for nothing ; every 
privilege has its corresponding duty; to keep the privileges we 
must be prepared to sacrifice everything except ultimate freedom 
itself. Freedom is worth sacrificing everything else for. 


THE GENERAL MANAGERS’ ADDRESS 


Mr Jackson Dodds, as joint general manager, speaking on behalf 
of himself and Mr Spinney, said, inter alia: —Important changes 
in the balance-sheet are as follows:—Total assets amount to 
$1,046,600,000, compared with $961,300,000 a year ago, the increase 
having occurred mainly in Joans and discounts and in investments. 
Quick assets total $706,000,000, or 72.78 per cent of all liabilities 
to the public. Current loans and discounts in Canada at $253,500,000 
are $36,000,000 higher. Deposits by the public at $814,100,000 
are $64,000,000 higher than a year ago. 

In reviewing the part which we have played since the outbreak 
of war, the provision of additional credit is the most conspicuous 
feature of our operations which appears upon the balance-sheet. 
The plain fact is that our very ability to provide credit rests 
directly upon the knowledge of every one of our depositors that 
a deposit in this bank is as good as cash in his pocket. This 
simple principle is the whole basis of bank credit. If it goes, a 
bank’s ability to extend credit goes with it. 

Elementary as the facts just mentioned may be, it is well to 
recall them just now, when the banks are faced with unusually 
heavy tesponsibilities, and when there are already signs that the 
more specious brands of so-called monetary reform are being 
telabelled with a view to the time when they will be advertised 
as remedies for our post-war problems. It will be clear from what 
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has been said that people who formulate theories concerning 
the use of bank credit, but who ignore the underlying fact that 
banks have to pay cash to their depositors when they ask for it, 
are simply building castles in the air upon non-existent foundations. 

The 1941 wheat crop in the Prairie Provinces, officially estimated 
at 282,000,000 bushels, is the smallest produced since 1937. 
Canada’s carry-over continues substantial. Our vast wheat reserves 
undoubtedly are regarded with satisfaction by the, British Govern- 
ment as an important war contribution from Canada. 

The report was unanimously adopted. 


MARTINS BANK LIMITED 


VITAL IMPORTANCE OF SAVINGS 


Mr Frederick Alan Bates, MC, AFC, DL, chairman, presided 
over the one hundred and eleventh annual meeting of shareholders 
of Martins Bank Limited, held, on the 27th instant, at Liverpool. 

The chairman said that in his statement which accompanied 
the directors’ annual report he had reviewed the affairs of the bank 
and he had little to add. 

There was, however, one subject upon which he would touch— 
the outstanding and most urgent necessity for every one indi- 
vidually, as well as companies and firms, large and small, to save 
systematically to keep down expenditure and to lend to the national 
Exchequer. The war will, in the end, be won, Mr Bates added, 
by our armies and navies and our air forces, but you will agree 
with me in the need for emphasis of the vital importance of the 
savings of the people to the economic health of the country. 

The increasing circulation of money due to war production is 
providing the capacity for everyone to do his share of investment 
in Savings Certificates or other forms of security on issue by the 
Government, not only for the immediate requirements of the 
national effort, but in the interests of the people themselves in 
building up a bulwark of financial security for the future. 

The chairman then moved the adoption of the report and 
accounts and declaration of a final dividend of 74 per cent., making 
1§ per cent. for the year. 

Mr A. Harold Bibby, DSO, DL, one of the deputy-chairmen, 
seconded, and the motion was approved. 

Col. J. G. B. Beezley proposed the re-election of the Hon. David 
Bowes-Lyon, Mr E. R. Bowring, Mr H. Mancknols Walton, and 
Sir William Clare Lees, Bart, as directors. This was seconded 
by Mr W. Sutcliffe Rhodes and carried. 

The auditors, Messrs Harmood Banner and Son, Liverpool, 
Messrs Peat, Marwick, Mitchell and Company, London, and Messrs 
Thomas Bowden, Sons and Nephew, Newcastle-upon-Tyne, were 
reappointed. 


LLOYDS BANK LIMITED 


The eighty-fourth ordinary general meeting of this bank was held, 
on the 3oth instant, at the head office, 71, Lombard Street, London. 

The notice convening the meeting and the auditors’ report having 
been read, the chairman, the Right Hon. Lord Wardington, said 
that he assumed that the report and accounts which had been cir- 
culated would be taken as read as usual and that, as his address to 
shareholders had also been circulated, he did not propose to take up 
the time of the meeting by reading it. 

The report and accounts were adopted, the usual business trans- 
acted and a resolution passed converting the issued and fully paid- 
up “B” shares in the company into “B” stock. 


The proceedings ended with votes of thanks to the chairman and 
directors and to the staff. 
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NATIONAL DISCOUNT COMPANY, 
LIMITED 


DIVIDEND AND BONUS MAINTAINED 


SIR SIGISMUND MENDL ON AVOIDANCE OF 
INFLATION 


The ordinary, annual general meeting of the National’ Discount 
Company, Limited, was held on the 23rd instant at the offices of 
the company, 35 Cornhill, London, E.C. 

Sir Sigismund Mendl, KBE, chairman of the company, presided. 

The secretary (Mr Wilfred Shepherd) having read the notice 
convening the meeting and the report of the auditors, 

The chairman said: Gentlemen,—I will begin by stating briefly 
the results of the year. You will see by our profit and loss account 
that the gross profits for the year amounted to £235,208, a reduction 
of £7,393 on last year. As our profits are shown after providing 
for all forms of taxation, the small diminution may be considered 
satisfactory in view of the increase in the rate of income-tax from 
8s. 6d. to ros. To this has to be added a balance brought forward 
from last year of £202,719, making a total of £437,927. After 
deducting expenses amounting to £54,693 we propose to carry 
£50,000 to the reserve fund, to maintain the dividend and bonus 
at the same rate as last year, and to carry forward the sum of 
£237,101. This results in the carry-forward being increased by 
the sum of £34,382. 

I should like to take this opportunity of pointing out to the 
shareholders that the additions to the reserve made in recent years 
from the annual profits constitute a basic factor in contributing to 
the credit of the company and to the intrinsic value of the shares, 
a factor which may stand us in good stead in the future. 


BALANCE-SHEET FIGURES 


With regard to the balance-sheet, the total, as compared with 
the previous year, shows an increase of just over £1,000,000, and 
now amounts to £57,500,000. The allocation of £50,000 to the 
reserve has increased that fund to £1,300,000. Deposits and other 
accounts amounting to nearly £51,000,000 show a small expansion 
over the previous year. Bills rediscounted are also slightly higher 
at over £4,000,000. On the assets side of the balance-sheet, cash 
at bankers shows a small increase. Investments at £15,000,000 are 
down by £3,500,000. This reduction is due to certain of our 
investments, owing to their early maturity, being included in the 
item “Bills and Short Bonds Discounted.” The total of this 
item at over £40,000,000 is an increase of about £4,000,000 over 
the previous year. 

The beard has decided that it would be in conformity with other 
companies of this character for the interim dividend to approximate 
more closely to the final one than is the case at present. Therefore, 
subject to no exceptional circumstances arising between now and 
July, we propose to pay an interim dividend next summer of about 
the same amount as the final one we shall hope to pay at the end 
of the year, excluding, of course, any bonusl 


CHANCELLOR'S SUCCESSFUL POLICY 


In contrast to the general field of national events in 1941, the 
country’s financial history is of a somewhat uneventful character, 
dominated as it necessarily has been at: every turn by increasing 
war expenditure of well-nigh astronomical proportions. The suc- 
cessful policy of the Chancellor of the Exchequer in obtaining his 
money at low interest rates from all investors has continued 
throughout the year, and the money market has accordingly ex- 
perienced an even lower level in the rates of Treasury bills than 
im 1940 and one providing nothing beyond the most meagre 
remuneration to companies like ourselves in respect of our holdings 
of bills. 

The average rate of discount on Treasury bills during the year 
was £1 os. 1.55d. per cent., and as the cost of carrying these bills 
has been 1 per cent., you will appreciate that it is chiefly from 
our holdings of short-dated Government bonds and our operations 
in this market that it has been possible to attain the results which 
the board now present to the shareholders. 

I referred last year to the inevitable increase in taxation in view 
of the large gap between subscriptions to the various Government 
loans and expenditure, and, as you know, the rate of income-tax 
was raised to the record rate of ros. in the last Budget. We have 
also seen in 1941 a considerable increase in the various forms of 
rationing and in the control of goods and other measures to restrict 
consumption. 
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I ventured last year to indicate to you the view that, with the 
object of avoiding the ever-present danger of inflation, some 
restriction on spending power in the form of compulsory savings 
might become necessary. There is evidence in the last Budget that 
a step in that direction has been taken in the provision whereby 
the taxpayer receives a deferred credit to set against the reduction 
of his personal allowances. This is the thinnest possible end of 
the wedge, but will serve as a useful precedent if further restrictive 
measures appear necessary. 

After all these restrictions have been applied, however, there still 
remains a gap between expenditure and taxation, plus savings, 
which must be bridged if the dangers of inflation are to be success 
fully faced and kept at bay. Too much stress cannot be laid on 
this very real peril to each and every class and individual, and 
more especially to the weekly wage-earners to whom it would be 
almost immediately manifested by a decline in the real, as com- 
pared w'th the nominal, value of their incomes, however much the 
latter might have apparently risen as indicated by the customary 
financial barometer of an increase in the circulation of currency 


IMPORTANCE OF FACING FACTS 


The Chancellor of the Exchequer himself and many notable 
economic experts have been at pains to dwell on this aspect of 
our war-time economy, and all possible support should be given 
to the authorities in their efforts to drive home the vital and 
essential facts of the situation. Those facts are that increased 
monetary circulation, unless and only in so far as it is the result 
of increased production, which while we are at war is mainly of a 
non-permanent nature, must be carefully and constantly scrutinised 
and defended against the evil spectre of inflation ever lurking in 
the background. 

You will, I think, agree with the board that the results of the 
year’s operations in 1941 reflect much credit on the skill, assiduity 
and efficiency of the management, and that the best thanks of the 
shareholders should be, and I am sure they wil! be, given to 
Mr. Bate and his colleagues in the manager’s room for the succest 
they have achieved. 

The report and accounts were unanimously adopted. 


THE NATIONAL BANK LIMITED 
SOUND AND LIQUID POSITION 


The annual general meeting of the National Bank, Limited, was 
held at 13, Old Broad Street, London, E.C., on Thursday, the 20th 
inst., when Mr M. J. Cooke, chairman, presided. Before dealing 
with the business of the meeting, the chairman alluded with deep 
regret to the loss which had been sustained by the death of the 
Earl of Kenmare, who had been a director for over 30 years and 
had always taken a great interest in the bank’s affairs. His geniality 
and ability was greatly missed at the board room table. 

Proceeding with a review of the accounts, Mr Cooke referred to 
the increase of over £3,000,000 in the total deposit, current and 
other accounts, as Compared with the figures of a year previously, 
and mentioned that this upward movement, which had been ex- 
perienced by bankers generally, was in part due to the accumule- 
tion of funds which could not be employed in trade and commerce 
in prevailing conditions. The decline in nermal business activity 
also accounted for the fall of £685,000 and £105,000 respectively 
in advances and bills discounted, and necessitated the increased 
deposits being partly diverted into Government securities which 
were higher by £2,364,000, although corporation, etc., investments 
showed a slight reduction 

The rise in the deposits resulted 
bank’s funds being kept in an immediately available form, and 
accordingly cash in hand and money at call showed increases of 
£533,000 and £1,111,000. The ratio of liquid assets to demand 
liabilities was 63 per cent. The remaining figures in the balance- 
sheet did not call for any special comment 

It was proposed to pay a dividend at the rate of 10 per cent. per 
annum, less income-tax, transfer £10,000 to contingencies account, 
and carry forward £42,464. 

The chairman having alluded to the satisfactory increase in the 
number of the bank’s customers, stated that good progress had been 
made in spite of the difficulties of the times and his review showed 
that the bank was in a very sound and liquid position. 

The report and statement of accounts were unanimously adopted. 
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TURNER AND NEWALL LIMITED 


GOOD DEMAND FOR GROUP’S PRODUCTS 


NEW INSULATING MATERIAL 


SIR SAMUEL TURNER’S ADDRESS 


The annual general meeting of Turner and Newall, Limited, 
held on the 23rd instant, in Manchester, Sir Samuel Turner, 
he chairman of the company, presiding. The secretary, Mr John L. 
sllins, read the notice convening the meeting and the report 
4 the auditors, Messrs Deloitte, Plender, Griffiths and Company. 
Before beginning to deal with the report and accounts for the 
iat financial year, the chairman referred to the sad loss which 
the board has sustained in the death of Mr W. Norman Roberts, 
which occurred on December 6, 1941. Mr Roberts had been 
ysociated with the company from its early days and was a 
rector from 1928 until his death. The chairman mentioned that 
is interest in the business was always a vital one, and was 
maintained even during the last few years of his long and serious 
ness borne with such exceptional courage and patience. 
The chairman dealt with the accounts at some length as usual, 
nd then stated that he would give a brief review of the company’s 
«tivities during the year, although it would be appreciated that 
mder to-day’s conditions it was not possible for him to attempt 
» give his normal detailed survey. Accordingly, Sir Samuel 
Tuner first referred to the mining companies in South Africa 
md Canada, and mentioned the fact that production at the 
nines in Southern Rhodesia and Swaziland which was somewhat 
wrtailed as from October 1, 1940, had now been increased, and 
iso mentioned a new method of milling raw asbestos evolved 
ty the companies’ technicians which has been operated already 
with great success at the Havelock Mine ‘in Swaziland and has 
iso been tested at the mines in Southern Rhodesia, where it is 
ped it will be similarly successful. 


ACTIVITIES IN U.K. 


Dealing with the manufacturing companies situated in the 
United Kingdom, the Asbestos Textile Companies, namely Turner 
bothers Asbestos Company, Limited, J. W. Roberts, Limited, and 
Feodo, Limited, were referred to, all of whom had been fully 
xeupied during the year, and in particular reference was made 
0 the satisfactory development in the demand for “V” type 
wbber belting in the case of Turner Brothers Asbestos Company, 
Limited, the increased deliveries by J. W. Roberts, Limited, of their 
eciality Limpet Sprayed Asbestos to the home market, par- 
tllarly in connection with work in ships, and the fact that 
mportant development work in connection with Ferodo non- 
miullic brake blocks for railway rolling stock had been completed 
ind that these blocks are now being used on an increasing scale 
y British rai'ways. 

Tumers Asbestos Cement Company had been busily engaged 
luring the year in the production of the various materials required 
y the Government building programme, and, as in peace-time, 
ubestos cement roofings, notably Everite Bigsix corrugated sheets 


id Turna!! Trafford tiles, continue to be in heavy demand 
it buildings of every kind; an additional factory has been 
quired which is already producing asbestos cement roofing 
mterials, and which it is anticipated will be very helpful and 
onomical both in war and peace in supplying the large demand 
®t roofing materials. The fact that certain asbestos cement 


materials, and in particular Everite pressure pipes, can be used as 
alternative to timber in many ways was also mentioned. 
_ The Washineton Chemical Company and The Western Chemical 
ampany (Paisley), Limited, had during the year been employed 
*@ maximum output on production of chemicals, and an inter- 
‘ting minor development is the manufacture of an activated 
which is used as a reinforcing agent in rubber materials, 
wch material previously having to be obtained by the rubber 
Adustry from abroad, Newalls Insulation Company had been very 
during the year, and the chairman mentioned that they are 
tw beginning to utilise, for refrigeration insulation purposes, 
* dew Product manufactured at Washington from indigenous 
ry which has, for the purpose in question, the virtues 
Corkboard plus certain others ; this material, which is identified 
the registered name of Nicold, is based on English peat, and 


reports issued by the National Physical Laboratory establish its 
thermal efficiency as fully equal to corkboard, and demonstrate 
that it is lighter in weight. 


’ EXPORT BUSINESS 


The chairman next referred to the company’s export trade, and 
said : — 

As was the case during the preceding year, our manufacturing 
companies operating in the United Kingdom have been rather 
handicapped in their export activities by the fact that almost all 
markets on the Coatinent of Europe are closed to them. Neverthe- 
less, I am very glad to be able to say that export trade to the 
remaining markets of the world has been increased to a very satis- 
factory level, and indeed, in one or two cases, total exports have 
actually reached pre-war levels, notwithstanding the non-availability 
of European markets. 

Shipping difficulties have naturally affected export trade to some 
extent, but on the whole, such difficulties have been less than might 
have been expected. Although the Government’s attitude towards 
the maintaining of export trade has been necessarily somewhat 
modified during the year, we have no reason to feel that the curb 
on export activities is likely to affect our products, and we anticipate 
being able to maintain a substantial volume of export business, 
pending resumption of full activity in this respect after the war. 

The chairman then referred to the manufacturing companies 
situated abroad, namely Keasbey and Mattison Company, Ferodo 
and Asbestos Incorporated and Asbestos Cement, Limited, and the 
substantial progress made by them during the year and then 
continued as follows :— 

The pension scheme of the group has now completed its fifth 
year, with satisfaction to all concerned, and an actuarial valuation 
of the fund discloses a small surplus, which I consider is a very 
satisfactory feature, in view of the fact that the fund was so recently 
begun. 

With regard to the Robert Turner Fund, the directors again re- 
commend the contribution of £10,000 to the Turner and Newall 
Welfare Trust, Limited, for account of the trustees of this fund, 
which, as you know, is being built up to deal with exceptional cases 
not adequately covered by the pension scheme itself. 


DIVIDEND POLICY 


The dividend recommended by the board of 124 per cent. for 
the year on the ordinary stock compares with a figure of I§ per 
cent. last year. I am sure that you will realise that under to-day’s 
conditions there is necessarily a big margin between actual avail- 
able profits and those which would have been available had we been 
operating on the same scale under peace-time conditions. 

As it is however, although we are producing to what is effectively 
our maximum capacity, gross profits actually earned are affected by 
increased costs, which cannot always be reflected in increased selling 
prices, and net profits by taxation, as you are well aware. Under 
all the circumstances, your directors feel that you will consider a 
dividend of 124 per cent. for the year to be satisfactory. 


THE FUTURE 


Forecasting even the imrhediate future in the middle of a war, is 
a task which I do not propose to attempt, and I am sure that I 
shall have your full approval in refraining from making any such 
effort. Difficulties there are, and will be in plenty. Shortage of 
labour, increased costs, delays in obtaining delivery of essential 
materials, necessary time spent on adjustments to comply with 
various Government Regulations—all these exist to-day, and will 
continue until after the war. It is, however, a function of manage- 
ment to deal with these and other problems in such a way that 
the operation of the business is not impeded, and .o that end your 
directors will continue to strive. 

We always endeavour, in determining our policy, to plan some 
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years ahead, and we are not abandoning that practice just because 
to-day’s conditions do not permit a forward policy to be immediately 
operated. The fact that we have done this consistently in the past 
has enabled us to satisfy the urgent needs of our country right from 
the beginning of the war, and we are gratified to have been able 
to make this important contribution to the war effort. 

Research, which we regard as a most vital part of our operations, 
continues with full vigour and, given a return to relatively normal 
conditions, will contribute in no small degree to the future strength 
of the company. 

In conclusion, I would like again, on behalf of the board and 
on your behalf, to express to the officials and employees of our 
various undertakings, both in this country and abroad, our thanks 
for, and appreciation of their efforts, and to convey to them that we 
are satisfied that these efforts will continue unabated amongst 
present difficulties, to the ultimate benefit of all concerned. 

The usual resolutions were then passed, approving and adopting 
the directors’ report, the accounts for the year to September 30, 
1941, and the balance-sheet as at that date, and authorising the 
payment of the ordinary dividend of 8} per cent., making 12} per 
cent. for the year, subject to income-tax, following which Messrs 
H. Rupert Turner and G. Stirling Newall, the retiring directors, 
were re-elected as directors of the company. 

Messrs Deloitte, Plender, Griffiths and Company, chartered 
accountants, were reappointed as auditors for the current year. 


LIEBIG’S EXTRACT OF MEAT 
COMPANY, LIMITED 


RECORD VOLUME OF TRADE 


The annual general meeting of Liebig’s Extract of Meat Com- 
pany, Limited, was held, on the 29th instant, in London. 

Mr Kenneth M. Carlisle (the chairman) said that the balance 
of net profit available for distribution was £215,000 in comparison 
with £232,000 in the previous year. The reduction failed to reflect 
in true perspective the trading profits of the group of companies, 
which, notwithstanding reduced margins owing to rising costs of 
production, had nevertheless been large, nor the volume of trade 
in which they had been engaged during the past year, which had 
surpassed all previous records, but it did connote in no uncertain 
measure the levies of taxation and the provision it had been con- 
sidered necessary and prudent to make against eventual liability 
in that connection on the profits earned. 

It was not without considerable disappointment to them that 
in a year in which the tide of the company’s trade and earnings 
had swept to the highest flood mark attained in its long history 
the surplus actually left available for distribution, after providing 
for taxation, should figure at the lowest ebb touched since the 
crisis year of 1931. 


SERVING THE NATION'S INTEREST 


The directors had considered that not only would the wider 
interests of the nation best be served by expanding production 
to the maximum compatible with capital resources and the supply 
of raw materials but that they would be discharging the paramount 
duty of every citizen to assist in every way by contributing as 
largely as possible through the medium of excess profits tax 
towards the promotion and finance of the war effort. The company 
should stand to benefit in the long run from the wider custom 
which was being creaged. The insistent demand for the output 
of all their factories evinced the popularity of their products and 
it was felt that they were not only providing a public want in 
the present circumstances of meat rationing but were also building 
up a goodwill which would assuredly afford a more extended scope 
for their business in the future. 

The reduction in the dividend from Io per cent. to 8 per cent. 
tax free would have found shareholders not unprepared, for he 
had sounded a note of warning at the last two meetings to the 
effect that it would probably not prove feasible to maintain the 
same rate of dividend free of tax if there should be an increase in 
the income-tax, 

The home front, the most important in respect of both volume 
and value, had been surveyed briefly in his address at the general 
meeting of Oxo, Limited, held at the end of December. Their 
overseas canning factories had again been fully engaged, to the 
limit of their capacities and in consonance with the supplies of 
cattle and other raw materials available, mainly in the production 
of canned meats and other foodstuffs for military and Government 
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requirements. They had had difficulties and setbacks to conten 
with in connection with delays and shortages in the deliveries , 
packing and other materials, but on the whole had come through 
well. , 
FARMING RESULTS 
On the farming side of their business results had, as = 
customary, been patchy, but, when regard was had to the Wide sTOC! 
spread areas covered and the variable climatic conditions 
which operations were conducted, irregularity in performay. 
was only to be expected. Generally speaking, conditions had been 
unpropitious due to excessive rainfall, but in the aggregate impr, Note : 
ing values of livestock and an active market had contribyt| UNFAVOURA 
towards offsetting the rather disappointing calving and vn 
returns of some districts. The estancias had as usual fulfilled th a 
useful function of supplying cattle for the factories. however, fe 
In conclusion, he paid a warm tribute to the members of thei ment dems 
staff at home and overseas. To their loyal collaboration the ind the Pr 
owed much, and without their wholehearted and efficient support! incentive tc 
in the many difficult and trying situations which had inevitably the gilt-eds 
arisen in the course of the year production could not have reached: — 


; g bu 
the high level achieved or distribution been carried out with| 99 Tuesday 


such regularity. reflected 

The report and accounts were unanimously adopted and gt less Do 
subsequent extraordinary meetings resolutions were passed approy- were ee 
ing the conversion of all the issued and fully paid capital of the] Ppofit takit 


company into stock and the adoption of new articles of association, — 
; market, Br 


aia : chief 
UNION BANK OF AUSTRALIA, cal : 
LIMITED a: 


in the hom 
GROWTH OF GOVERNMENT CONTROL 





end gave p 
at the reor 
The annual general meeting of the Union Bank of Australia, ee 
Limited, was held, on the 26th instant, in London. requisition: 
Major-General Sir John H. Davidson, KCMG, CB, DSO (the| when there 
chairman), said that last year he had referred to various measures) "me railv 
of control adopted by the Commonwealth and Dominion Gover- i 
ments. Since then Government control had been extended oe 
almost every phase of activity. al 
Apart from the licensing of banks—a measure which had been} @nouncem 
a requirement in New Zealand for several years past—those regu- on ina 
: : aa ; ‘oolw 
lations, according to official pronouncements, had been designed % on the 
to secure effective use of the country’s financial resources and to¢which occ: 
avoid uncontrolled inflation, and mainly provided that new and] @ chain 
additional advances in future would be made to the public only ll - 
in accordance with the policy laid down by the Commonwealth] gre jowe: 
Bank from time to time, while a portion of the surplus “ investible} the heavy 


funds ” of the trading banks were being deposited with that bank Small loss 


, ' , general be’ 
at a rate of interest which had not been determined. in the earl 
No investment in Government securities could now be made. fro 


without the consent of the Central Bank. What effect those regu- Cotton Sp 
tin . -_:. | eCOnstruct 
lations would have on the trading banks depended on the spark proved, 
and manner in which they were administered. In that connection) entile gro: 
he would like to draw attention to the fact that the net return moup fluc 
to the shareholders on their’ funds in this bank was in the neigh- Soo 
bourhood of 2 per cent. He trusted that the Australian authorities) tures Int 
would bear that in mind when considering the imposition of burdetsjTraction f 
on the various categories of the community. acts 

The net profit of the bank for the year was £188,129, to which nther bett 
must be added the amount brought forward, £159,809, making} higher pri 
£347,938, which compared with £354,309 last year. They had 
declared a final dividend of 4 per cent., making 7 per cent. for the 
year. 

The report and accounts were unanimously adopted. 


As elsev 
was sligh 
ee 


missions, 

RADIO RENTALS, LIMITED lst year, 
aMees, the 
axation, 
The ba 
pMation a 
said that the| forward 
£34,471. 
tattied fo 
On the 


DEMAND EXCEEDS SUPPLY 


The fifth annual general meeting of Radio Rentals, Limited, was 
held, on the 26th instant, in London. 

Mr H. F. Hunt (the chairman), who presided, 
trading profit had again increased and amounted to £159,291, 
which must be added commissions and interest receivable, amount 
ing to £318, making a total of £159,609. From that figure mus of addr 
be deducted the amount written off stock of £88,017, depreciatior on 
of sundry assets, increased to £5,732, and directors’ fees and com- =e 

(Continued at foot of page 167) _ 
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=| RECORDS and STATISTICS 


wil sTOCK EXCHANGES 
under 


ma London, 
1 bees 
nproy. Note: all dealings are for cash 
ibuted] UNFAVOURABLE news from the Pacific and 
: war zones was not entirely offset 
tality Russian gains and there was a slight 
td the! cgatraction in the volume of business with, 
however, few price reductions. Re-invest- 
their ment demand on the further acquisition of 
jan securities has scarcely commenced 
| they} snd the Premier’s speech offered no new 
Ipport| incentive to business. ‘Thus, turnover in 
ritably| the gilt-edged market was of negligible 
jons, some little selling being offset 
aches: buying before the week-end, while 
With] 99 Tuesday some small and scattered losses 
rected the total absence of buyers. 
nd at{ Among Dominion stocks, Australian issues 
‘| were offered, and in the absence of demand, 
IpIOV-| scices in some cases fell to minimum levels. 
of the} Profit taking was general among South 
iation| American bonds in the foreign bond 
‘| market, Brazilian and Chilean loans being 
the chief sufferers, but declines were 
generally small. Chinese bonds were also 
wid, the § per cent, 1912, loan falling 
2 points on Tuesday. Some slight selling 
inthe home rail market before the week- 
end gave place to rather steadier conditions 
a the reopening, but movements were of 
tralia, ittle interest. Canadian Pacific preference 
shares advanced 24 points on the Treasury 
requisitioning order, and 3} in midweek, 
) (the| when there were a number of advances in 
agures} Some railway stocks. 
* 


ed to| Conditions in the industrial market were 
and prices continue their downward 
although occasional dividend 
mmouncements served to relieve the 
gneral inactivity. Thus the reduction in 
; te Woolworth bonus resulted in a loss of 
% on the announcement for the shares, 
which occasioned a decline in other lead- 
mg chain store issues. The aircraft and 
only) or group reflected mild activity in 
vealth aimow movements, but brewery issues 
~~ | were lower where changed. Changes in 
stible| the heavy industrial group were negligible. 
bank] Small losses for shipping shares were 
general before the week-end, but the tone 
mthe early part of the week was steady. 
made. from the announcement by Fine 
regu-| Cotton Spinners of the proposed capital 
spirit teomstruction, on which the senior shares 
._|@proved, there was little of note in the 
cuON | ‘extile group, Leading issues in the tobacco 
eturn}| "up fluctuated within narrow limits, but 
eigh- improved ;'s on the maintenance of 
sities Zon dividend. Among miscellaneous 
one International Nickel and Brazilian 
“Ssitaction fell 4 and 4 respectively on Tues- 
ty, when Dunlop lost od. Phillips’ 
thich a rete ateenene 2s. A 
. : er feeling late al ) B 
sking] ligher prices r ed to produce 
had * 
r the} As elsewhere, activity in the kaffir market 
ms slight, and dividend-paying issues 


4 


ag 


a 


, 


EB 





were slightly easier. The tin market was 
generally steady, but Australian mining 
issues were lower on small selling. Apart 
from a loss of 2s. 6d. for Sungei Krian on 
the previous Friday the rubber market 
attracted little attention, and in the dull 
conditions prices were slightly easier. The 
oil market fluctuated with the tone of the 
war news, and the previous Friday’s losses 
were recovered at the reopening, Shell 
rising zx, Burmah ; and Anglo-Iranian 
iy. The following day, however, both buyers 
and sellers held off and the leaders all 
'; among other small losses. 


eased 45 
** FINANCIAL NEWS” INDICES 


Approx 
i Security Indices 


otal Corres. 
1942 Bargains Day 
in S.E 1941 30 Ord 20 Fixed 
List shares* Int.t 
Jan. 22 2,767 2,466 81-0 133-7 
23 2,819 2,161 80-8 133 -6 
26 3,635 2,340 80-7 133 -€ 
27 2,669 2,857 80 -6 133-7 
— 2,844 1,754 80 -7 133-7 
* july 1, 1935=100. + 1928=100. 30 Ordinary 
res, 194] highest, 83°2 (Dec. 2); lowest, 66-8 
(April 24 20 Fixed Int., 1941; highest, 132:°5 
Dec. £ lowest, 126-1 (Jan. 2). 


New York 


SENTIMENT on Wall Street before the week- 
end derived some encouragement from the 
war news, but trading generally remained 
slow and restricted. Far Eastern naval 
successes were reflected in an expansion of 
business at the reopening, and with the 
market practically sold out, prices advanced. 
Good earnings announcements the next 
day provided additional support, but profit- 
taking Jater led to some irregularity. Apart 
from. advances in motor issues, the market 
in midweek was dull with small declines. 


New York Prices 


STANDARD STATISTICS INDICES 
(1935-36 = 100) 
WEEKLY AVERAGES 


1941 


Jan. J an. Jan. 
Low High 7, 14, 21 
Dec. | Oct. 1942 1942 | 1942 
24 1 
————— ™ 
347 Indu ls 71-6 | 83-9 | 74-8 | 75-0 | 73-2 
32 Rails 58 -6(6)|71-7(a) 66-9 69-5 | 68-8 
40 Utilities 61-0 | 80-1 67-4 | 66-4 65+ 
419 Stocks 69-3 | 82-6 | 73:2 | 73-3 | 71-6 
Av. yield* : 8 -29% 6 -41% 7 -66% 7 -65°% 7 -84 
* 50 Con ann Stock. P (a) Nov. 5. Dec. 10. 


DaILy AVERAGE OF 


50 ComMMON STOCKS 


Jan. 15 | Jan. 16 | Jan. 17} Jan. 19 Jan. 20 | Jan. 21 


[otal share dealings: Jan. 22, 430,000. 
Jan. 23, 430,000; Jan. 24,* 290,000 
Jan. 26, 600,000; Jan. 27, 550,000; 
Jan. 28, 460,000. 


* Two-hour session. 


Capital Issues 


Week ending Nominal Con- New 
January 31, 1942 Capital versions Money 

£ £ 
By Permission to Deal 10,000 12,500 


Particulars of Government issues appear on page 168. 


Including Excluding 
Year? Conversions Conversions 
f£ £ 

1942 74,158,275 72,358,275 
1941 91,421,869 91,421,869 

Destination (Conversions Excluded) 
Brit Emp. Foreign 
Yeart U.K. ex. U.K. Countries 

£ £ £ 
1942 72,358,275 Nil Nil 
1941 : 91,402,865 19,904 Ni 


Nature of Borrowing (Conv. Exclid.) 


Yeart Deb Pref. Ord. 
£ £ £ 

1942 72,169,821 32,029 156,425 
1941.. gone 91,402,865 8,541 10,463 

+ Includes Government Issues to Jan. 20th, 1942, only. 

Above figures include all new capital in which 
permission to deal has been granted. 

RESULT OF TENDER 
Bristol Corporation. — Tenders for 


£500,000 bills payable July 30, 1942, 
opened January 26th. Total applied for 
£3,450,000. Allotted £500,000. Tenders 
at £99 9s. IId. receive 25 per cent, 
Accepted tender rate £1 os. 4d. per cent 
per annum. 


CONVERSIONS AND REPAYMENTS 


Great Southern Railways.—Holders of 
£637,892 4 per cent Debenture Stock due 
for repayment March 31, 1942, are given 
the option of repayment on due date or 
conversion in whole or in part into a 
similar issue redeemable at par March 31, 
1947. 


Shorter Comments 


The Burnley Building Society.—Annual 
report shows total assets Dec. 31, 1941, 
£15,269,529 (£15,164,251). _ Balance 
income £308,329 (£378,187). Mortgage 
business dormant. Only £241,555 advanced 
on selected securities, Reserve fund un- 
changed at £800,000. General contingen- 
cies reserve £60,171. Special war contin- 
gencies reserve £90,000. Due on mortgages 
£12,565,409 (£13,456,062). Due on 
deposits, etc., £3,930,245 (£3,811,712). Due 
to shareholders £10,285,102 (£10,356.688). 

Shell Union Oil Corp. ($oo00s).—After 
providing $9,900 ($3,800) for Federal 
income tax, 1941 earnings totalled $21,300. 
It is proposed to put $4,000 to special 
reserve, leaving net earnings $17,300 


(Continued on page 170) 





a! (Continued from page 166) 
missions, which were at a reduced figure of £1,299, against £1,728 
list year, Except for the cost of one of the compulsory war insur- 
=, the other deduction consisted of the year’s provision for 
@ation, which absorbed no less than £52,605. 
, was The balance of £8,541 was carried to the profit and loss appro- 
| Pration account, to which must be added the net balance brought 
; the Ward from the previous year of £25,930, making a total of 


A 


I, te £34,471. After deduction of the year’s dividends the balance was 


ount{ “Med forward to the balance-sheet. 


mus} On the last two occasions upon which he had had the pleasure 
jatior ff addressing the shareholders, he had pointed out that under war 
com, ‘nnditions there was a great need for a radio set properly main- 
tained in every home, so that not only entertainment, but also 





official announcements might be obtained without interruption. 


The demand for their service far exceeded the number they were 
able to accommodate. 

They had recently completed negotiations for the purchase of 
the entire share capital of Rentertainments, Limited, which was 
the second largest radio rental company. 
unable to give details of the transaction, but would express the 
opinion that the acquisition of a subsidiary company trading on 
similar conditions to their own would enable them to amalgamate 


At this stage he was 


the two services to the satisfaction of all the subscribers and to the 


was approved. 


benefit of the company. 


The report and accounts were unanimously adopted, and the 
final dividend of 6 per cent., making 10 per cent. for the year, 
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GOVERNMENT RETURNS 


For the week ended Jan. 24, 1942, total 
ordinary revenue was /80,223,000, against 
ordinary expenditure of £86,494,000, and 
issues to sinking funds of £155,000. Thus, 
including sinking fund allocations of 
£8,516,701, the deficit accrued since April 
ist is £2,071,396,000 against (2,324,740,000 


for the corresponding period a year ago 


ORDINARY AND SELF-BALANCING 


REVENUE AND EXPENDITURE 
Receipts into the 
Exchequer 
(£ thousands 
Toes : a April 1, April 1, Week Week 
I ) eat. 42 ane 1941, — = i 
Jan. 25,'Jan. 24,! 25, | 24, 
1941 1942 1941 1942 
URDINARY 
REVENUE 
Income Tax 756,000 299,613 470,588 33,580 44,549 
Sur-tax 80,000, 44,248, 44,917; 3,680, 3,790 
Estate, et: | | ! 
Duties 82,000, 63,149 72,161) 1,608 1,253 
ee 14,000, 11,318 10,893 940 1,000 
D.C 7 18,852 17,224 530 450 
E.P.T. | 210,000) 50,583) 199,117) 1,854) 4,038 
Other In le Re v. 1,000 528 397 150 70 
Total Inkd. R . {1143000 488,291 815 297, 42,342) 55,150 
Customs | 310, 700 : 247,855 297,503) 5,771) 8,402 
Excise | | 266, 660, 157, 091 253,300) 3,091) 4,500 


Total Customs & | 
404, 946) 550, 


SR cnc | 577 ,360 803) 8,862) 12,902 
Motor Duties ..| 39,000) 33,540, 33,874, 9,410) 8 827 
P.O. (Net R | 

ceipts) 4 ae 8,650, 11,400 950; 1,500 
Crown Lands...} 1,10 380 710 140 
Receipts from ' 

Sundry Loans; 2,600 1,012; 3,009 ... a 
Miscell. Receipts’ 20,000 23,484) 65,741 466) 1,844 


Rev. 1786360 96( 903 1480854 62,170 80 223 


Total Ord. 


SgELF-BALANCING 


P.O. & Brdcastg.| 99,346) 71,250 81,400; 1,150) 1,300 
lotal .11885706 1032153 1562234 63 320 81,523 
Issues out of te 
chequer to meet 
payments 
Esti (£ thousands) 
Ex mate, |April 1, April 1, Week , wee« 
1941-42) 1940, 194], | ended | ended 
to to Jan. Jan. 
Jan. 25, Jan. 24 25, 24 
194] 1942 1941 | 1942 
OR NARY 
EXPENDITURE j 
Int. and Man. of 
Nat. Debt 255,000' 209,440 223,303 81 
Payments to N 
Ireland 9,20 6,844 6,444 615 544 
Other Cons. Fnd 
Sern 7,80 6,77¢ 7,154 
I 272.000 223,054 236,901 1,196 544 
Supply S 4434957 2800925 3560156 83,590 85,950 
Total Or 4706957 3023979 3797057, 84,786 86,494 
SELF-BALANCIN 
P.O. & Brdcastg.| 99,346) 71,250 81,400 1,150 1,300 
Total 4806303'3095229 3878457 85,936 87,794 
After decreasing Excheque e balances by 


£193,101 to £3,205,598, the other operations 


for the week (no longer shown separately 

raised the gross National Debt by 
£532,046 to about £13 681 millions 

NET ISSUES (/ thousands 
P.O. & Telegraph 20 
Overseas Trade G te g 
NET RECEIP!] f tho 
Defence Loans Act 5.909 





MONEY MARKET 


Exchange Rates.—(he foliowing rates fixed by the 
Bank of England remained unchanged between Jan. 
24th and Jan. 30th. (Figures in brackets are par of 
exchange.) 

United States. $ (4-862) 4 -02}-03} ; mail transfers 
4-023-033. Ganada. $ (4-86}) 4-43-47; mail trans- 
fers 4 43-47}. Switzerland. Francs (25 -224) 17 30-40. 
Sweden. Krona (/8-159) 16-85-95. Argentina. Peso 
11-45) 16 959-17 13; mail transters 16 959-17 -15. 


wtch East and West Indies. Florin (/2-/1) 7 58-62; 


mail trausfers 7-58-64. Portugal. Escudos (//4) 
99 -80-100-20. Panama. $ 4-02-04; mail transfers 
4-02-04}. 


Fixed Rates for Payment at Bank of England for 
Clearing Offices.—Spain. Peseta (25 -22}) 40 -50 (Official 
rate); 46°55 (Voluntary rate). Turkey. Piastres (//() 
520. Italy. 71-25 lire. 
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Date 
1941 
Jan 25 
Oct. 18 

. 25 
Nov. 1 
oid 8 
o BS 
» 22 
» a 
Dec. 6 
» Is 
o @ 
» wo 
1942 
Jan. 10 
os ou 
» 24 
Date of 
Teuder 
194) 
Jan. 24 
Oct. 31 
Nov. 7 
i. ae 
oo a 
» 2 
Dec 5 
2° 
” 19 
» 26 
1942 
Jan. 2 
a 9 
- 
23 


in January 
for bills to be paid for on Tuesday, Wednesday, 
and Friday of following week 


Finance 
FLOATING DEBT 


(£ millions) 


Treasury Ways and 


Means Trea- | 
Kills Advances sury Total 
Bauk od |f a 
2 o- | Tap Public of by | Debt 
der | Depts. Eng B 
| on 4 anks 
845 0) 1340-7 96-1] ... | 366-0) 2647-7 
970 -O} Not available } 
975 -O| 1558-9 241-8 | | 662-5 | 3438-2 
975 -O} | Not available 
975 -0 . ”» | 
975 « ”» ” | 
975 0 | ’ » | 
975-0} 1575-0 128-9 | 26-2| 723-0 | 3428-1 
975 -0| | Not available | 
915 4 ” ” | 
975-0 | ne i | 
2547 -0 | 186-3 | 66-0 | 811-5 | 3610-8 
} 
975-0 Not available } 
970 -0 | aa Ba 
j 969 -0) | 
TREASURY BILLS 
(£ millions) 
>, 
Amount Average _ 
Rate All j 
of Allot- |“Notte* 
} i : | a 
Offered APPliCd atiotted §=™E"E | Min, 
| - | 7” Rate 
{ s. d 
65-0 | 139.4 65-0 | 20 4-04 28 
75-0 | 139 6 | 75-0 | 20 0-33| 28 
| 75-0] 168-3 75-0 | 19 11-90 25 
| 75-0 | 163-5| 75-0| 20 0-20} 27 
| 75-0) 158-2] 75-0 | 20 0-35| 33 
|; 75-0 | 174-6 | 75-0 | 20 1-93 25 
| 75-0 | 172-1; 75-0 | 20 1-97 23 
75-0 | 155-7 | 75-0) 20 2-06; 19 
75-0 | 133:2 | 75-0 | 20 2:14] 40 
| 75-0 | 146-7 75-0 20 2°30 31 
| 75-0 | 157-8 | 75-0 | 20 1-85 30 
75-0; 1616 | 70-0 20 2-00 27 
} 700] 1432) 65:0) 20 1-85 28 
65 0' 142-9 60.0 ' 20 1-78 17 
23rd applications at £99 15s. per cent 


Thursday 


were accepted as to about 


17 per cent of the amount applied for, and applications 
at higher prices in full. Applications at £99 15s 1d. 
for bills to be paid for on Monday and Saturday wer« 
epted in full £60 millions of Treasury bills are 
being offered on January 30th. For the week endin; 
wuary 3lst the banks will not be asked for Treasury 





deposits 


NATIONAL SAVINGS 


CERTIFICATES AND 3% AND 23% 
BONDS SUBSCRIPTIONS 


(£ thousands) 


) 
3% 5 ; 
Week N.S.C. Defence Sav W = 

ended Bonds bonds Bonds 
, ~* | 3949-5] 
Dec. 16.........} 4,245 3,662 9,281§) 14,184 
SS ey abaee } 3,041] 1,935] 6,745§! 4.328 
ott 5 66s ae | 2,740 1,678 4,026§| 3,417 
co en 2,128 4,613§) 3,274 
a ..| 4,090 | 2,250 7,853§ 7,220 
> 20 3,757 1,777 | 11,835§ 7.742 
~~ a a 8,485§ 10,308 


Totals to date... 


* 113 weeks. 


§ Including series “‘A” 


+ 56 weeks. t 16 weeks. 
£192,545,463 to date. 


.|437,731® 385,788° 475,859+§ 204, 185¢ 





Interest free loans received by the Treasury up to 
Jan. 20th amounted to a total value of £43,553,009. | 
Up to Dec. 3lst, principal of Savi Certificates to | 
the amount of (53,072,000 has been repaid. 

Market Rates.—The tollowing rates remained wn- 
changed between Jan. 24th and Jan. 30th. 

Egypt. Piastres (97}) 979-2. India. Ryne (18d 
per rupee) 17-184. Singapore. 2738 -28.4, d. 
Belgian Congo. Francs 176$-3. Chinese National 23-34. 
Bangkok. Saht. ls. 10§d. (sellers only 

Special Accownts are in force for Brazii, Chile. 
Uruguay, Peru, Bolivia and Paraguay, for which no rate 


of exchange is quoted in London. 


Forward Rates.—Forward rates for one month have 


remained unchanged as follows :—Urited States. 
Switzerland. 3 cents 
Dutch East indies. 


pm.-par 
pm.-par. 


Canada. ¢ cent pm.-par. 
Sweden. 3 ore pm.-par. 


1} cents pm.-par. 


MONEY RATES, LONDON.—The following rates re- 
mained unchanged between Jan. 24th and Jan. 





Oth :— 


3 cent 


January 31, 1942 


BANK OF ENGLAND 


RETURNS 


JANUARY 28, 1942 


IS 
Notes Issued 
In Circln 
In Banke. De- 


partment 


Janua 


pROVIN 


Working day 
Birmingham 


Bradford. . . 
SUE DEPARTMENT =" 
u 
/ le wt. Debt N ors —. 
¢ ' Leicester «. 
142,436,830 | Other Govt eT ieerpoo 
| Securities 767.0 Manchester 
37,804,745 | Other Secs lon Newcastle . 
Silver Coin ; 15,01] Nottingham 
| effield 
Amt. of Fid. southampto 
Issue 780,000 00% 
Gold Coin & 12 Town 
Bullion (at 
168s. per oz, blin® 
fine) 241,575 ‘ 
80,241,575 | 780,241,517: 


BANKING DEPARTMENT 


Props.’ Capita 
Rest 
Public Deps.* 


Other Deps 
Bankers 
Other Acet 


sioners of Na 


lucludi ig 


1 14 685, 000 | |< Govt. Secs .. 156,86 836 
3,376,253 | Other Secs. : 
10,220,058 | Discownts & 
| i ances 8,245,648 
} ecurilics 27,658,506 
145,449,944 | a 
57,435,553 35,904,149 
| Notes 37,804,745 
202,885,497 | Gold & Silver 
Coir 438,076 
ocak Jeposits : ; 
231,034,808 | 231,054, 808 | 
‘ 
Exchequer, Savings Banks, Commis Reserve rat 


tional Debt and Dividend Account 


COMPARATIVE ANALYSIS 








—_—_————— 


SOUTH 
A 
yold coin al 
Bills discour 
invest. and 
Lial 
ytes In Cire 

y 


(£ millions) 
| | 
} 1941 | 1942 
| | 
| Jar | Jan. | Jan. | Jar 
29 | 14 21 28 
Issue Dept | : 
Notes in circulation .. 599-2 743-7 740-7 742-4 
Notes in banking depart-; | 1 
mer 31:0 46:5 396 378% i 
Government debt and Gaye i 
securities* 626°3 777-3 777-3, 778-1 j 
Other securities | 3-7 1-7 1-7 19 a days 
Silver Coin 0-0 00 00 00 * Au I 
Gold. valued per 0:2 0-2 0-2 02 Via D 
fine ¢ 168 -00 168 -00 168 00,168 00 
Deposits } 
Publi 32-4 6-7 15-0 10-2 
3ankers’ | 107-9 133-8 126-1) 145-4 
Others 53-0 53:4 53:7) 57-4 
Total 193-3 193-9 194-8) 213-0 
Banking Dept | | 
Government 149-9 144°6 142 +2) 156-9 
Discount, et | 3-8 60 6:3) 8-2 
Other | 25-5 24-3 24 4) 27°7 
otal | 179-2 174-9 172-9) 192 8 
Banking depart 5 | 32-0 36°83 39:9 38 °2 
‘ Proportion ’ 16-5 19-0 20-4) 17-9 
* Government bt is 4£11,015,100; capital cas 
14,553,000. Tid y iss raised from £730 millions 
to £780 million mber 3, 1941 ) 
GOLD AND SILVER 
fhe Bank of England’s official buying price for gold 
remained at 168s. Od per fine ounce throughout the weeb 
In the London silver market prices per standard ounce 
have been as follows : 
Date Cas} Two Months in 
a a ' la 
January 22 234 23h 
os 3. 234 234 5 othe 
2 ; 234 23k ns in 
27 ote 234 ash il Ds 
1D oéecedeooenen 25) 23h ireasury 
—— a Sl ivestme 
° ' , 9 Advance 
Bank rate, 2% (changed from 3% October 26, 1939) on 
Discount rates: Bank Hills, 60 days, bl : 5 oe = 
.%: 4 months, 14-14%; 6 months, ’ rf Ss, 
5, Bills: 2 atten Id % ; 3 months, JAy Bank Pr 
Day-to-day money, 1-1}°% Short Loans, hy , tivestine 
Bank deposit rates $°%. Discount deposit at cé i i" omp 
at notice 9%. . 
NEW YORK EXCHANGE RATES ; 
New York | Jan. | Jan. Jan Jan Jan. Jan 
on 22 | "23 24 2€ 27 as 
. Cents Capital 
Cables Cents | Cents , Cents Cents Cents z 
; tm | 4033 4033 4033 403 4033 403} Xe erve 
7 4 “4 5 88 +125 88-125 <urent 
Montreal 188 -875 88 -250 88 -310 88 12 93-33 res 
Zuricht ....|23°33 |23-33 (23-33 23-33 23°33 93 65 \ an 
B. Aires... .|23-75 |23-65 23 -65* 23 -65* 23 65 5.14 
Brazil 5-1415-141 5-14 5:14 5°14 
*Official rate 29-78. Commercial Bills 
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PROVINCIAL BANK CLEARINGS 
(£ thousands) 
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U.S. FEDERAL RESERVE BANKS 
Million $’s 








BANK OF CANADA 


Million Can. $ 











Dec. | Dec. | Dec. | ‘De 
) Ended a yen 3 12 U.S.F.R. Ba Te | er | is’ | “ae 25, | 10, | 17, | 24 
nde trom Jan. o 2 U.S.F.R. vKS* q 15, 22 1 C 
5] 4 | aa | 34 RESOURC! 1941 sete 1942 1942 : — 1940 ; 1941 | 1941 1941 
| 2y, in. 2 in. 29 an. 2 old certifs. on } nd veserve 101d : ao = one 
1941 1942 1941 1942 jue from Treasur' 19,846 20,490) 20,488 20,523 siamese Other... asa a 3 aos 2 oe ( 
Working days e LF 1s 384 aenerie 20,216 20,800 20,840 20,890 de eG oe 
, i l 9,747 tal ce serves 296 3 3 oer vee | : 
Birmingban Loe 7 | 7761 | 7°339 a oe ois aan , 338, 355 | Note circulation 359-9] 474-1) 482-4) 496 -0 
— 1,951 2,204 | 6,332) 7,404 tal bills and s: 2195 2268 2268 2.263 Depostis: Dom. Govt. 10-3} 58-1) 52-5) 64° 
Bristol... ns eon | 3’ ~ eerie 2,195 (2,268 2,268 2,265 | Chartered banks | 212-5! 219-6) 223-6! 222 ~’ 
Hull 660 144 2,579 3,108 ‘tal resources 23,432 24,191 24,440 24,400 I | 212 22 2 
o Leeds 887 1,113 4,497 4,519 LIABILITiE- Gold and foreign exchange transferred to Foreig 
115,199 | Leicester 810 4 785 ann 1 ; at KX. notes in cir 5,825 8,179 8,171 8,199 xchange Control Board against securities. 
tivernoo! « 1,222 305 | 19,032 | 16,12 ess mr. bank res. * 6,900 3,390 3,560 3,58 
175,719 Manchester 10,930 | 11,265 | 43,410 | 44,278 bank res. dep 147414 12°717 12/992 13.145 BANK OF PORTUGAL 
Ones | Newcastle 1,542 | 1631 | 5,534| 5,474 wvt. deposits 237 663 419 284 Million escudos 
15,01) Nottingham 7 38 1 Lee ore tal ro 16,392 14,7 6 14,805 14 8lF Oct. ; Oct. | Oct. | Oct 
— | sheffield ia] a + a ‘ot al lia vilitie 23 432 24,19) 24,440 24,400 30, | 15, | 22, 29, 
Southampto: 2 : al © ye ratio 11 0% 90 °7% 90-71% 90°7 \SSETS 1940 | 1941 | 1941 | 1941 
100 00 - ae t leaaien 3ANKS AND LRKA 1221 -6)1308 -6/1308 -6/1329 -4 
12 Town 89 3,450 | 106,697 | 109,082 RESOURC! ’ : salances ab 788 -2/1596 -2)1619 -5|1619 4 
a a pe ‘lonet gold stoc} 2,066 22.742 22 140 22, i 1) yun 430 -5| 332 “4| 330-9) 330 
bli 14 bo ’ reasury x bank 092 35,246 3,252 3,25° > ties 278 -4| 329- 4) 329 -4) 329-4 
41,576 ‘ 17. 194 ree e i LIABILITIE | | 
: oe y in < —— x $4. 11 109 1] 062 11,077 Notes in circulation 2790 -4 3665 -o 3706 5/3791 
41,575 ait . : lreasury cash and de}; 432 2,883 2,645 2,488 Deposits: Government 289-3) 492-8) 512-8) 432 
OVERSEAS BANK ae Bankers’ 687 -6)1938 -6/2032 -9'2064 -1 
RESERVE BANK OF INDIA L Others 151-3) 235-8) 230-7) 271 
RETURNS Milli boreign commitments 255-0} 237-2} 237-2) 237-2 
! on rupees aaa ws = 
; | SOUTH AFRICAN RESERVE BANK Jan. | Dee. | Jan. | Jans) J eR oe 
F a3 Million &’s 17 26 . i Million Turkish pounds 
, ’ \SSEI 1941 | 1941 1942 | 1942 | 1942 Oct. | Sept. | Sept. | Oct. 
, Lx Nov Dec. Le Ol om & bulltot 444 444 444 444 444 12, 20, | 27, 4, 
15,643 ¢ 8 19 Kupee coin 300 344 538 325 32) ASSETS 1940 | 1941 | 1941 | 1941 
18,506 : Assi 1940 1941 | 1941 1941 Balances abroa 576} 472) 516] 453, 432 Gold 108 -3| 115-7| 114-7 116 + 
ania sold coin and bulli 43-14) 48-53) 45-75) 45-08 Sterling securities 1.355| 2,276 2,376) 2,406) 2,45¢ Cleari | veh 21-2} 46-6) 46-2) 47-2 
14,149 Bills discounted. . 0-81) 19 + ly 0:33) 0 35 Ind. Govt. rup, sé¢ 496, 415) 415) 415) 41 freasury bor 139-4) 137-1) 137-1) 137+ 
4,745 Invest. and other asset 54-55) 40-37! 59-40) 61-42 Investments 72 88 92 119 l( ( mercial | 262 -9 261-4) 275-2, 279-8 
| LIABILITIES LLIABILITIES Se ti } 55 4] 53-7) 53-7) 53° 
8,076 Notes in circulation 2°84 48 49, 27-57) 27 iS sin circ, : I 2,30 5,145 3,211) 3,276) 3,295 \ ces | 64-7) 173-8 173-8 173 
ao posits: Government 2-09] 23-91) 18-88) 18-43 Bu 145, 211; 214) 216) 221 Lis 
4,808 Bankers 43 54) 45-08) 46-69) 48 -00 Deyn Govt 194 179 238} 169 13 \é el 568 -4) 498-1) 498-1) 498 + 
ihe Others 6-99 1 -33) 8-03) 8-18 Bank 418 340) 340} 358 372 Dey 151 149-3] 150-4) 152 
Xeserve rato 16 °8°,'47 4% 145 4% 144 3 Reserve rati 69 -3°6'78 -2°4'79 -0°4'79 -4°1, 179 -8 ( i 30-O| 28-71 27-0! 27-8 
EXCHANGE RATES Gatey Tanien) 
AUSTRALIA AND NEW ZEALAND Ecuador.* selling rate 15-00 » at 
ruatemala Six ell te maintained since Jan. 1, 1941 juetzal pé 
l don Australia and N.Z.* Australia and N.Z. on | lon U.S lus commission of 1 per cent » Central Bank 
} 
: . ’ . ial l e for payment of imports fixed Jan. 1, 1941 
Buying ~ 41 U.S. § (incl. 10 per cent tax 
lat \ Ye 2 2 colones per § De 20th 
28 \ \ in oon ie \ k li U.S. $ on Sept 194] 
1? 124 l 12 . 1 
O \ O Air \ ( q ive tri 
42-4 Ml \ Mail | Ma Mail | Mail 
374 | Sight | 12693) 1264! 1263 | 126% | 1 24 jy, 1244) 124ye) 123g | 1254) 124 OVERSEAS BANK RATES 
Wdays; 127) 127%; 1264 126; 124} 1244 123% | 125y,| 124 | i | 
71 | SOdays) 1278 12744) 1274 | 1278 124 | 1234 | 123, | 125¢ | 1244 yo ara 
rH sooo, SOO! 1085! 1STe | 1976 123} | 123f | 1225 | nig. | 1248 vist m°41 3 2h |) Madric july 1 55 5 4 
+ * All rates (Austral N.Z.) 1 based | { stage \t July 29, “41 € | Montre Mar. 11, '35 24 
°.0 4 Via Durber is € By At w/N.Z. Air M \ | 1 26 Batav | 14 4 3 | Oslo May 12, °40 4) 5 
s, 1263; ¢ 127} x) 1273 7) Ds 125i 1 2¢ Belgra | i, we f 5 4 | Paris Mar. 17, °41 2 1} 
10-2 ) days, 12€ ’ \ 127 plus postage \ M Berlit 9 40 7 34 | Pretor fur 2 ‘41 3 5 
15-4 ‘ Brussel | 4 2 2 | Tallinn 0  s ‘ 4) 
ws SOUTH AFRICA sucha . 0 34 3 os (44 Sal 
5 ' . O : , . : | Riga be 17, 4, F 
13-0 Buying ra Lo f r.T.s and bills « t ij ne | I 9 4 4 3 ) 4 
101 for T.7 S101 (sieht (102 3. (30 . 7102 a f : : tt \ > 34 3 | Rio de Ja Mav 31, ‘35 3} 
6-9 ote ae Se Te “10 1 101 r] ' S4 44a Rome May 18, °36 5 44 
82 Slline val ee 1100 ster Ln oy . in 54 6 Sofia Sept. 16, "40 6 5} 
ee 19} for Rhodesia } Coy Oct. 15, 40 44 4 | Stockt May 29,41 3§ 3 
ao . Helsir fo De 3 34 4h 4 hari Nov. 25, "36 2 dl 
8-2 | CENTRAL AND SOUTH AMERICA ’ a ~ 7 S ; eared z — 
; Lishe \ 141 44 4 Welling \i 27, °40 3 2 
By , 2 \ LY. 1 Aug. 26, °37 1) 1 Dut Oct. 26,°39 4 3 
”» i ) 17 1 1) 4+ I 1 t ntl 
Tal 2 i institutions I sons and firms. 
Ons 
rer r oO _ . y e " Ts . . Y 
4 4 7 ro 
MONTHLY STATEMENT‘OF BALANCES OF LONDON CLEARING BANKS 
oo Ul] M Midland | National - = 7. ; bt ae 
Ke 16 M ! Bank Bank Bank Seer ype Be seer: a | Amer 
ee) t | ( Lt I Lt Ltd Bas Bank Bank ate 
a Lt Ltd Ltd. . 
dat ist 51 Ist 3] 31 31st 31st 31st 31st 31st 
sth ASSETS f 
nth 1, Bank N B the Bank of 
England 618 14.198 4 ¢ 75 FoR 347 1.364 49.25 7 74: 
Balances with and Ct ies in f lecti ‘ , IGE 9,251 6,974 365,91 
a other B ks in Great Brit 1 81¢ ) +8] lf 26.92 4.388 258 221 19,805 13,878 4,290 145,64 
ns in Tra 12,3 4 | 
Bile Da oti v1 3.147 4,461 4,866 | 21,026 8,475 | 22,214 3,735 | 19,907 | 22,487) 6,081 | 141,316 
ee ee 40,34 2,327 7,332 1,165 31.419 7,827 | 33,462 | 1,059 | 30,593 13,895 1,658 171,080 
—_ ates ~ it Keceipt a 20 3 500 2,000 7,50 ) 140 500 28,000 159,000 00 110 000 | 109,500 13,500 758,000 
¢ ion tC... sos eces 68,22 12,606 48,8534 19,452 163,071 9,109 | 207,084} 16,261 138,121 | 145,800 | 20,061 998,638 
iabilities of Cust amare ene pe el A 174,234 8,128 14,359 10,072 | 136,865 33,601 | 169,813 | 15,997 | 105,329 116,661] 11,659 806,718 
%: ments. et scigeianeen " - : . 7 | 
‘TB ates, ete ies as: 12,875 958 263 965 | 21,611) 9,610] 14,702 153 | 12,861 | 29,338 | 1,788 | 111,122 
. ivestments in Affiliated Banks ae se hie - piers aac i se 1,06 5,091 1,111 43,399 
; ompanic 6,207 780 8,302 | | 2,514] 2,993 23,79 
S ; 85, 166 ; } 4 629 4 2 129,477 43,820 497,599 518, 894 67 122 5,582,028 
0 a el 
8 109 14 12-4 11:19 11-14 10 99 13°51 11-00 10 -46 11-17 10-99 
ABILITIES a F 
mts papital P. aid up are . : ‘ a 
3} Reserve Fund - oi L at 1,060 15,810 4,1€ 15,159 1,500 | 9,479 9,320 1,875 
135 Current, — it ; . Ll SOU I ) 2, 97E & 10,000 3,¢ 12,410 1,160 8,500 9.320 1,000 
33 Acceptanc of faa ee ea 45,18 > 52,514 131,548 2 82,292 158,132 687,206 39,571 466,759 470,897 62,459 
65 Notes in Circulation erik 3,078 998 3,265 3, 9 21,611 9,61 14,702 | 153 | 12,861 | 29,338 1,788 
14 11 l 1,436 19 
16¢ 55,472 | 140,764 8.467 | 629,724 | 17 729,477 43,820 497,599 | 518,894 67,122 
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Shorter Comments 
Continued from page 167 


$15,600). Net income before reserve is 
equal to $1.63 ($1.05) per common share. 


Hiram. Walker-Gooderman and Worts 
$o000s).—Gross profit, year ended August 
31st, totalled $24,759 ($21,205). Exes. incl. 
deprn. $13,708 ($13,037), taxation $4,129 
($2,102), net profit $6,922 ($6,066). Pref. 
div. $560 (same), common div. $2,896 
same), equal to $4 per share. 


Anglo-American Corp. of S. Africa.— 
This company has purchased for cash from 
the executors of the late Sir A. Bailev the 
latter’s holding of shares in the S. African 
‘Townships, Mining and Finance Corp. 

Hong Kong and Shanghai Banking 
Corp.—Owing to technical difficulties and 
l‘ar Eastern uncertainties no announcement 





COMMODITY AND 


Tea Quota Raised.—The tea exporting 
countries adhering to restrictions of the 
International Tea Committee have agreed 
to the raising of the export quota for next 
season’s exports to 125 per cent of the 
standards. During the current season the 
quota was raised three times, from 90 per 
cent until the final figure was fixed on 
October 31st at 110 per cent. The purpose 
of the new quota is to raise production to 
a maximum in the season which begins on 
April Ist, in an effort to counteract possible 
decreases in future production, owing to 
the war, and to have as much tea available 
for shipping as possible. 


Cotton.—Demand throughout the market 
continues to exceed supply. Owing to the 
shortage of yarn which still prevails some 
difficulties are being experienced in meeting 
essential requirements of the Government 
and for essential home services. It is 
expected, however, that the position will 
be partly relieved by the four hours 
overtime which started this week im the 
spinning mills. If the requisite amount of 
yarn is to be secured, however, more opera- 
tives will have to be found. Fair cloth 
orders have been placed for the Ministry 
of Supply, most of the buying being in 
heavy materials and fine strong cloths. 
Export business has been at a low ebb. The 
question of what shall be done with goods 
bought for certain Far Eastern outlets is 
being dealt with, and some of the goods 
will be diverted to other markets. Most 
spinners of yarn have sold cautiously 
American wefts are not quite so scarce as 


a few weeks ago, but there is a distinct 
shortage of ring yarns. 
Cotton Doubling Spindles. — From 


February 9th, the use of spindles and other 
machinery for doubling cotton yarn and 
rayon yarn will be subject to licences, 
according to the provisions of the Control 
of the Cotton Industry (No. 27) Order. The 
object of the Order is to enable concentra- 
tion in the doubling section to be completed 
in an orderly manner. Similar action has 
already been taken in cotton and rayon 
weaving. 


Export Control.—Under the Export of 
Goods (Control) Order No. 4 (S. R. and O. 
No. 68), which comes into force on 
February roth, export control is extended 
to cover machinery belt fasteners, telephone 
instruments, chlorinated diphenyls and 
preparations thereof, certain articles wholly, 
or mainly of metal and further types of 
machinery. Licences will be required for 
the export of these classes of goods to all 
destinations. The existing licencing require- 
ments with respect to (a) glue, gelatine and 
size, (b) tools and narts of tools manufac- 
tured wholly or mainly of iron and steel, 
ind (c) musical instruments and parts 


THE ECONOMIST 


can be made regarding a final dividend. An 
interim dividend of £2 10s. (less tax) was 
paid on August 11th last 

Leopoldina Railway Co.— The directors 
are seeking sanction for a five years exten- 
sion from December 31st last of the mora- 
toria on the above company’s £4,793,774 
4 per cent 1st Deb. stock, £723,900 63 
per cent Deb. stock and £64,389 interest 
arrears, as well as the Leopoldina Terminal 
Company’s £893,000 § per cent Ist deben- 
tures. 

Bank of America ($000).—Total re- 
sources Dec. 31st $2,095,636 ($1,817,535). 
Deposits $1,908,384 ($1,632,228). Cash 
$429,066 ($308,356), Govt. bonds $493,708 
$451,279), loans and discounts $914,569 
$778,295). 

Yokohama Specie Bank.—Under the De 
fence (Trading with the Enemy) Regula- 
tions, 1940, the Board of ‘Trade has ordered 


thereof, are superseded by new provisions, 
requiring licences to be obtained for the 
export of certain goods within these 
categories. The control of machine too! 


parts and accessories (including jigs and 
fixtures) is extended to cover small tools 
for machine tools. 

Shellac Imports. — The open general 


licence permitting the importation of shellac 
from the British Empire, Palestine and 
Transjordan, the Free French Colonies, the 
Belgian Congo and Ruandi-Urundi was 
revoked on January 26th. Separate licences 
are required for goods despatched after that 
date and imported after March 26th. The 
term shellac includes seedlac and sticklac 


Scrap Rubber.—Prices for scrap rubber 
ire about to be fixed, for dealers buying on 
site, for merchants, delivered at a depéot, 
and for reclaimers. Prices for miscel 
laneous scrap rubber will be £1, £2 Ios., 
and {3 10s. a ton respectively, for each 
stage of sale. The corresponding prices 
for motor and giant covers are £1, 
{2 2s. 6d. and £3 2s. 6d. per ton; for red 
motor tubes, 1jd., 1jd., and 23d. per Ib. 
and for black motor tubes, 4d. per Ib. less 
than the red at each stage. The reclaime: 


receives the rubber from the merchant 
sorted, shipped and stacked. 
Tin.—No announcement has yet’ been 


made on the negotiations which are taking 
place between the Non-Ferrous’ Metals 
Control of the Ministry of Supplv and the 
Metal Exchange on the problems of tin. 
One question for discussion is the price at 
which tin is to be requisitioned. Meanwhile 
consumers are paying the Ministry of 
Supply a provisional price of £275 per ton, 
delivered works, plus extras, if any. It is 
believed that Cornish tin mines which can 


be brought into production within a year 
will be reopened. 
Greeting Cards Concession. — The 


Ministry of Supply has issued a direction 
under the Control of Paver (No. 36) Order 
permitting manufacturers to use existing 
stocks of paper and board in the’production 
of a limited quantity of greetings cards 
provided that all the paver used wa: 
acquired for the purpose before Novem 
ber 12, 1941 


WORLD SHIPMENTS OF MAIZE AND 
MAIZE MEAL 


Weel Fre 
her 1 \ 

| | | | 
! 17 18 
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INDUSTRY NEWS 


January 31, 1942 


Janue 
the winding-up of the above bank under 
direction of Mr Russell Kettle, of Deloitr 
Plender, Griffiths and Co ' LO} 
Philco Radio and Television,—,; an 
extraordinary mecting on Jan. 26th, the 
resolutions cancelling ali Pref. arrears and Pee 
creating £60,000 Cum. Skg. Fund certif. ves 2 
cates were passed unanimously, High | Lo 
Adelaide Electric Supply.—Gross reveny sag | 76 
to Aug. 31st £1,258,109 (£1,134.017) By. | Use | 220 
B. 385 09 (41,134,017), Exes 0 | 98 
and taxes £764,641 (4,653,384), net revenue O | 98 
after deb. interest £394,015 (£378,425 i | 101 
General res. £125,818 (£121,434). Diy. | 1% | 38 
dends, prefd. ord. 8 per cent. (same), ord . 91 
10 per cent. (same), carry fwd. £155 019 | 100 | 97 
£146,822) "4 ole | 98 
6p | 121 
Transvaal Gold  Output.—Decembe | lt | re 


output on Witwatersrand 1,180,676 fine 
ozs. (1,148,004), other districts 29,178 fin, 
ozs. (28,§18). 





lll 10 
108} 10¢ 
93% 8 
WORLD SHIPMENTS OF WHEAT 99 9 
AND FLOUR 106 10 
99) | 7 
“ i 484 3 
I \ ] a 1 
4 ‘ 
i 17 is 42 
194 194 1941 Y z ; 
: 9,167 | 12 Prices, 
663 409 Year 194 
Jan, 1 to Jar 
High | L 
FORTNIGHTLY INDEX OF WHOLESALI 104 
PRICES IN UNITED KINGDOM Q ] 
464 4 
110} | 1¢ 
52} 4 
mi ] 
Mar Dx ] w 
51 l ; 2 = 
37*| 1939 | 1941 194 194 . 
1937 l l l 164 
65 f 
Cereals and meat 133-0 66:9 97 104-9 105 
Other food 10-4 61-1 . 87-4 | 98-7 | 99:1 gy. | 6 
Pex tile 14-2 4-3 88-7 | 94-4 | 94 3 
Minerals 113-2 95-4 129-2 (130-7 |130 318 x 
Miscellaneou 87-0 77-6 110-5 114-8 |1148 (463 | 4 
7 . 27/6 2 
Complete Index .... 87.2 70.3 102.5 108.5 108.8 16 7 
; obi 1h 
1913-100 119-9 96-8 141-0 1493 149 (68 { 
53/9 
t i 1932-37 ry 7/6 | & 
H 6 
1, SI/- \ 
‘““THE ECONOMIST" SENSITIVE 465 4 
PRICE INDEX Qj | 
1935-1 oon ie 
Ja Jan. | Jan. | Jan. Jas a 
2 3 20 Zi, 2 eet 
1942 1942 | 1942 | 1942 142 rh 
( 116.4 | 116.5 | 116.6 | 116.6 | 116.6 154 
kaw material 171.0 | 171.0 | 171.0 | 171.0 171.0 14} 
Complete index . 141.1 | 141.2 | 141.2 | 141.2) iis 234 
Mar. | Aug. | Jan. | Dec. | Jan af 
31, | 31, | 38, 29, | 21, 6} 
1937*| 1939 | 1941 | 1941 | 1942 
- ee aes 170 ] 
Crops 147.9 | 92.2 | 105.7 | 1154/1165 | tg |} 
Raw materials 207.3 | 122.9 | 166.8 | 471.0 ae 155. j 
Complete Index 175.1 | 106.4 | 132.8 | 140.5 141! 199 
* Highest level reached during 1932-37 recovery 
~ ~ ony 2 ~ DE IN 150/6 | 1 
VALUE OF WHOLESALE TRA 59 
TEXTILES IN GREAT BRITAIN 16/6 
(1937=100 = 
60/9 
pote 4) Interis 
average re 
Hon I an - 
, trom 
Year ag OVE 
1937 l 100 10 1 0 
1938 4 8° 3 - 
1939 l 80 a 
4 1] x4 ] l } \ 
100 § om | oS 
41 N 109 145 110 26“ 
7 “ a ».A. and 
Indices calculated by W} sal lext Associa BA Gt. | 
collaboration with Bank of England B.A. Wes: 
Purchase Tax is included, figures are _ therefore t ‘dian 
ymparable throughout, For annual figures 1935-1940 ant i tral A 
ionthly figures Sept., 1940-Oct., 1941, see Economs, Paul 
Nov. 29, 1941 Souree : Board of Trade Journa 
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Allowance 1S 
Prices, made fo 
: ’ Pr r net 
Year 1941 \ ices, t interes 
ear 1942 st accru 
High Jan.1t - ued, a 
| Low Hig o Jan 27 7 : and for re 
ei igh | Low Name of demption f 
s | secu . rice for fi : 
us A $3) rity Jan P Price ixed intere 
100 9 112: 82 Cc Briti 20 . J in . Yield st stock 
| 8 1003 lll? onsols 2 sh Fund 1942 27 : Jar . Pri s and for 
103 ane on 99} Consols 24 beens , 2 1942 7 Year 19 aS 
106: 01 103. 1004 Conv. 2° ) (after = 194° Jan. 1 942 I in interu 
102 . 101i Conv. 24° 194 r 1957 oo é to Jan. 2 ast ti im div 
108 104 1074 oa et 24° ae J 112 a3 High co e° Divid vO idends for 
9) 1052 06; nv. 3° 0.4. 4° a ‘ ; ow ends . ordi: 
91 & ry Conv , 19 9 100 112 U linary st 
100} a 95% 105% ( — 34% i 53 100} 100 1] 45/9 a a ile 
1 | 9 100 348 ne 5° after 19 1024 1004 48/3 44/9 ( é of S Prio 
1164 | in 101% 994 a 9 1944 64 61) pe 1023 ,|4 ] 28/4 46/6 71 ty lon Price . 
oly | 1154 100g moans SD toees | 1058 | 2 ) 0} 22 44) 27/6 114d 4 Iron 20 Jan. Yield 
} | 100 g | il Fund & 22% 1 61 05% 2 12 9 2/9 | 3 —: + a | Bat » Coal , 7 , 
. | 100 8 q an se 30 — 57. 95 105 5 20/84 _ 7h +74 b 34 2 || Be ~ k & eae Steel 1942 ae Jai 
99 Olg 0% ||N ding 4%, 959-69 994 am ies S 22/6 9/- 5 3% a eover Colliery Oh 942 4 
100} | 100 1004 1008 Nat. De 249% 19 90... 101, 9 | 217 NN Sais | 26 mel 7. Brown (J olicey OF .) 45/72 1942 
101 | 100 100} 100 cates Def. 3° 6 1944-4 ‘ 115 10]. 2 If 6 45/é 26/6 +23 b 1 ¢ Colvilles Ord. Ord. 10. fl 48 i 45/71 fs 
” 1103 101. 23% Was Ronda My: se. 1012 15 2 19 ( 46 : 446 15 4 a — an i 28 sid 48 li 416 ¢ 
1013 100 114, 14 Savi Bonds 24°, 1945~—47 101 LOlg 219 35/09 45 10) +23 a A a Had Keen & Ord. {1 2] 27/9 6 4 
05 ictory . 6 . 8 ani , 2 18 ] 22/§ 24c otaveley : “hes 2s 2( 2 
a) am io War Loan 3 3 si6-48) 100k | ool | 2 6 Bal) #9 | hel ¢ | Stewart Bt | oT 
a ¢ ‘ o-- A LOO . ) 4 Sw S am £1. é a f 
. 100 100} : i co Loan 3} , 1955-59 1143 10 } é 0/104 6 Ob 540 Soden one Lloyds - 45 27/E > 12 
, 9b 101 ; Re al Loans 30 aft. 195% 1014 113 218 € & . 6 4 al\V ited Steel t Ord. fl --|| 46/3 45 8 2 9 
105§ 101g } ; rr 3 49 - 10 7 101! 5 , 4g 39/14 6/44 Nil ¢ N ickers Ord a £1 -++|| 34 4) 46/3 217 ¢€ 
: 10 +025 stria 3% 19% 1986-5 963 10! 2 18 36/3" séiita\| il . 10/-.. 2: 34 » 8 
106 100 102 : India 34%. 1933 7. 96|| 100 63 ¢ 1 25 : 33/6 6} ; Nil ¢ menttend eae 3 5 23 44 | 5 16 
lll oe 102 10] Dom. 0 uy a -_ af 9 92) ei z Britis 1 Dvers ¢ i . ; 
1074 2 n .&c 10] l 2/9 4 $a |\¢ h Cel rd. £ 16/9 ) 
ye? 109 : yy) Samer 5 ol. Go 1013 101 5 73)‘ 14 ; 294 oats, J anese Ord. £1 9 ‘ 
1084 106 108} Nine Zeala 1945 7. i 10] 17 92 : 72/9 gS 7h ¢ Courts P. Ord . 10/ : 103 10 
933 844 108 igeria 5 and 5% 194 02 i > L 40/1 20/9 10 ” ancs. Cot Ord. fl G3. 38 103 y x 
99 93 64 4 Corpor: 1950 60 6 1 14 Ll 8] 4 37/€ 7 > a Electri tton Cor a 36 7 38 : Nil 
106 as 992° 93 3irming ation 4 + ‘ 74 1 123 Calle calM p. £1 36/- 38/6 i 
1004 dL I ingham 5 Stock 09 10] ; 78/44 y « 23 b | ¢ nders C anufa 25/3 46 4 
99) . 106; . 19 I . ews n 5°% 1946 . P 109 41] t 38 . 2 : ‘ ag ne &e 9 25/6 412 
4 - 105 erpool 3 ; 56 1K 3 ] € 9 34 /¢ ; The inglish ; ark. ‘A’ 5). 7 5 17 . 
| 3 994 ee 8 13 8 104) 2 1 ¢ llGoseral Electric A'sf-.|| 21/3 a= 
"9 5] 4 Fo esex 34! 954-64 oF 14 6 } neral Ele ic Ord _ 2 3/9 
“! 5 7 rei 34% 198 ‘ , 12 3 G ectric . £1 3 ) 
me 11} S 4¢ Arge ign Gov 1957-62 9 at 30/5 2/19 4 > 6 ene and El : Ord. £1 37/6 22/6 413 3 
71 18} : rentine 44° ernm a 105 9 9 ; 29/44 44 2ha inty of ectrici ; 80 38‘ 4 8 
2 9° on 24 Brazil 5° 44% St ents ) € 6 a7! ali 24 Se ah peas om icity || : ) 7s } 
13 B 13° 86 Chile 6°, eit sie . 6 3 0/4 a7 3 : Gas oeeene ( oe fl 0 a3 
45 be 74 9 Egypt i? (1929) 914 8h ) ioe 3 : 91 North-} rt & € tae l | 2 3 
ere 3 Japan 84% 1930 wie 11/3 | 16/4 , Seance) 3 76 | 4 
rices z 0) %3 c : 1 21/3 : , C ail sh Pe : n £41) 3 286 ; 
Year 19 534 S rtuguese m ong 4 18 11/43 20/14 15 Y orkshire a Ord fl 30 3 14 4 € 
la 942 I Spanist ( 2 lt , ? 10 Mo clect 1. £1 | _ 
n.l to Ja ist ti 4 ] ag 14:9 6 74 i \ tor a tric {1 38/9 Sf > § 
Hid | an. 27 Divide wo j a. 4 7 25,9 133 , Th —_ ‘A’ = Aircraf | 39 44 32/9 413 
Low ids 5 4 13/14 24.3 4a Br A. Ord rd. 5 t 5 39 41 eS 
i } Nal ’ | 67,9 11/44 t T8 — a 16/1 4 
(¢ . l : ] . , “aire ‘ TC 9 04 1] 
10 . P - : +71 ; Fairey Aviation 10/-.. 20/9 "| 2 104! 2 
124 94 ; rice 40 ll! } 2 74d H al alae n Ord eee 10/9 20'9 2 19 
at | Ni] , lan Yield i } l 124 awker S s O1 10 ; ( 7 
464 104 Nil Nj o~ Id , , ~ 4 +71 b || Luc oat ieee OR oes j 13/9 10/9 | § 4 
! 4 il I , R } 27 1 4b s (J y 5 4) 25 l > 6 
110} rT J Nil B.A. Gt ailwa , 194 2/9 14 . 20° Morri oseph) ¢ 2 | 2o/2 ? 8 
52} 18} 2 1 Con. Pe Sthn ” _—e 194! < D4 ' Rolls-1 Motors 5 rd. £1. .|} 11/9 pb . 
20 493 24! a 3 \IGreat acific Co Ord. Sth 942 8/104 eo" Nit , ieee - Ord. . 66/101 12/3 13 14 
53} 17 2) Sale nat Westen m. $25... 1 24/6 | 24/- tc lcuneed Ged rd. {1 ....| 32 eve | 4 
4] 504 1} ¢ 2 a lILN.E. pea oe Sth 1 20 4 2 a 6 cllI ustOed Th | 88/9 32 ee 
16 39} 4 Ipc Ld E.R. 4%, Pref. St 44 15 5 6 b\|P imness, Wi £1 : ago | 4 14 
i 1 ) ? LS. ( Ist tk N é ~ & ithy ¢ 4 
65 2 ot c 2 a) L.M.S rd ro Pref 109 ’ io —_s oe Roy ). Def. { rd. { 1. 14/6 i 
62} lt all 4°, P ck 50] 109 14 ¢ é U yal Mai £1 7 24 14/3 
§9/- . 5 24 outhern | sport ‘C’ 5} - —_ 5 4 | 4 e astle Or« rd. £1) 2 8 
he * look bn Pot a. 4c ae ae eal @ a Allied Sumat Rube 19¢ 4 > 14 
% | 3 44h 4 10 Ren Pref. ( 4 i ; 18.9 6} ha \nglo a RI - ft e sane 1] 
M6 | £46 44 ) b||Ale ks and rd . 14 7 4 Jokai cone Se wr. £1. «| ~ 
i116 £444 t 34a B xanders ¢ Cicos 634 Ll 1 14 ‘ b : a || Lond ( ceaants lava £1.| 6 : 
9° 25/6 4 t J co \ 2, fl pd nt 54 | ¢ ) 2) a = a a ea fl. | 13/1 63 12 
. 72/' 8 ¢ ank of ustral F 1 4/8} + d clit a Pl ic Rbr. 2/- 31/3 s202 | @ l 
ly ah 33 Bank of Engl ee ae 60/9 6/3 +4 nited Serda Ir r. 2/~ ‘i ( 13 | 9 
£68 6¥4 i. 2s 7 Bank . Montes Stock J ‘1 4 4V pos Rbr fl.. 1s 203 1 6 13 
53/9 £60 aa a. inal of New - £100 , 71/8} | 67 Oh Anglo-Ire Oil wr. 2/—.| a 19 7h {12 . 
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6 16 1 $a | Hon red of It Yor. i +! 02 | 4 hell 1 il Ord £1 5 |12 
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9 « bb . il Ba % Llp ud 419 } : ri 14 Britis! ure Dru d. £1 2'¢ 4 
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86/3 li ) 2 minster £4 £1 ~a a ee 33/11 107,6 iy 10 —— wed Fobace 41 45/78 aa/3 414 
264 82/6 6/- 0 40 a) Al In , £1 paid iz 15/11 83 11i 4 ritish a ag a £1 83/9" 45 3 ¢ 
; 9 > 4 lliar sura g , ] 1 ] Cat aster 1. / 9 7 
154 26 2) b 6a llAtl an efl rance . : 98 14 12 ; ‘ inte & Wir = dell 1 67/6 826 4 
lt | 10/-—a ‘ 6a Ger s £5, fl ully paid ' , 63/6 2 “ ] s Carreras *A’ dg Sth 5 21 68/11 3 ] 
23} 14 224 10/— 0 I n, Acedt ¢ paid : 24 33/6 60 L2ia o unlop R Ord. £1 ~ . 21 0 4 8 
‘ 99 6 +174 on. & . ca 6 6 29 : ] bl ubber l 4 
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182 165 £6/Su £1, 12 fl +} ll 9 8/9 } 5 5 c| Len ition: o Ord. 4 3/3 62.6 
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‘I 197. ? 4 ) |'Deber tment gi ] l 60/74 6 124 db larks & S ick Ord 1. £1 nT $44 2 14 
197 7 b ta I benture ( Trus € 4 . 9 . 6 'y 19 2h Mure Spacer ‘ £1 50/74 wv 4 . 
ei P -_ Investmer p. Ord _ f 52 D 124 b <3 l Pinchi £1 Ord r‘A’5 Of. ’ lt . 
150/6 | 14: 4a aa int [rst. Def tock lf +11 ) 86/6 > : rt a a a) Spil ra Johns¢ 38/14 re ) 
- : ee Stk.|) 1 13/1 »/3 el 10 ee on Ord. 1 96/3 8.9 ; 
49 724 8 ie Ord. Stoe 15 T 33/- | 30/- 10a, 10% fate and Le ios! 2a | 22 + 
9 44 9 } 15 b re : rd. Stock! ] , 1 60/6 ) 33 0 +b riplex S vile Ord 6 9 4 
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NATIONAL DISCOUNT COMPANY, LIMITED 


Uncorporating the business vf Messrs. Reeves Whitburn 
Telegrams: Narpis, Stock, |! 35 CORNHILL, lana E.C.3 ‘Telephon MANSION House 524] 
ESTABLISHED 1856 7631 > 


Authorised Capital, £2,700,000 
issued Capital, £2,153,335 Paid-up Capital, £1,000,000 Reserve Fund, £1,300,0y 


Directors. 
Sik SIGISMUND kK MENDEL, K.R 








| (iy tHE Hon, GEORG! VR ERS-DOUGLAS CoMMANDER THe Hon. LOVEL W, COKE, RN 
-ONALD) L. BASSET H. S. H. GUINNESS 
S HAR S 1). SELIGMA)? 
Manager. Sub-Managers. 
KOBERT E. pe B. BA’ HARRY hk. \ BROWN WILFRED SH HERI 
Secretary. Registrar. 
WILFRED SHEPHER! G. HERBERT ELLABY 
duditors. 
\I PRI I \ A\TERHO , 4 LW) 
Bankers, 
BANK OF ENGLAN! NATIONAL PROVINCIAL BAN} | lh} 
ONE HUNDRED AND FORT Y-SECOND REPORT, 
Submitted to the Shareholders at the Ordinary Annual General Meeting, on iday, the 23rd) Jam 
at the offices of the Company 
Dr. PROFIT AND LOSS ACCOUNT for the Year ending 31st December, 1941 Cr, 
lo Current Expenses, including Salaries, Audit Fee, By Gross P1 for the Year, after making pro 
Profit Sharing to Staff, and all other charges £45,22 rebat axation and contingencies £235,20 
Directors’ Remuneration ......... ‘ ; 9.470 
Balanc carried down aaa 180,515 
£235,208 =| 
lo Reserve Fund £50000 
Interim Dividend 
“A” Shares £10,583 
“B” Shares 25,950 
36,533 | By Balance brought down £1805) 
Final Dividend Ralance from Previous Yeat "71 
“A” Shares .... 10,583 
‘B” Shares peo 37,484 
Bonus 
B” Shares 11.533 
oom 9 6) 
Balance carried 1 Jalance Sheet 237 101 
, £383,234 
The Subsidiary Company ha t traded during the year, and ha made neithe profit nor 
(On behalf ot the Board, 
S. F. MENDI 
eee | Diet 
H. S. H. GUINNESS; ?#®«lor W. SHEPHERD, Seo 
ee = rrr ne a re ae ee rr ee em 
BALANCE SHEET, 31st December, 1941 
(apital authorised ash at Bankers 
270,000 “ A” Shares £2 1() £675,000) 
270,000 “B” Shares of £7 10s 2,025,000 Investments 
7, (i) British Government, ‘Trustee, at Mritish 
. t2 00 OO Baas 15,164,817 
(apital Issued = 
169,333 “A” Shares of £2 10s £423,333 iia alt i rt i 
230,667 “B” Share 7 10 l J3 ALD cludin Bills Re iF unt 1 tra 
£2 153 33 rn 4(),207,794 
(apital paid-up, viz. _——-- 
A” Shares—Ffully paid $23.33 Loans and Sundy \mounts recerval 277,36 
‘R” Shares > 10s. pat 76,6067 , | 
_ == ud . “ I rechol id Premises 100,00" 
£1,000,000 (at approximate cost 
Reserve Fund ... asian a eniaueae 1,300,000 
Deposits, secured and. ‘unsecured, contingency and Subsidiary Compan 
- other accounts, and provision for accruing expenses 50,880,743 Shares acusd aad £100 
Bills Re-discounted (not including Treasury Bills) 4,063,328 ae 100) 
ae css Loan LUM 
Profit and Loss Account— 
Dividend and Bonus ............... eg 59.600 
Balance at Credit ................000 237,101 
Y6.7()1 
£57.540.772 £57,540,774 
On behalf of the Board, 
S. F. MENDL, Meertor Pa 
H. S. H. GUINNESS \\. SHEPHERD. Secretary. 
We report that we have obtained al! the imtormation and explanatious which we have requie: We have examined the Securit rena 
Investments of the Company in hand, thote held against Loans, and all Bills discounted in hand. We have also proved the Cash Balanc ean ae 
he Securities and Bills in the hands of Deposito: In our opinion the Balance Sheet is properly drawn up so as to exhibit a true and ae al t! 
f the state of the Company's affairs according to the best of our information, and the explanations given ’ ind as shown | the Books 
( ompany 
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